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A SPECIAL LEVY TO DISCHARGE WAR DEBT 


WHENEVER the war ends, it is certain to leave behind it for 
this country an enormous legacy of internal debt. What this 
debt will amount to depends, of course, on the length of the war. 
In his Budget speech Mr. Bonar Law estimated that, if peace 
comes on March 31st, 1919, the National Debt at that date will 
be £7,980,000,000. Against this he reckoned that there would be 
assets in the form of stores and various other things to the value of 
£672,000,000, and arrears to come in from Excess Profits duty of 
£500,000,000. When these two items are subtracted from the 
figure for the National Debt there is left a debit balance of 
£6,808,000. In this calculation, however, Mr. Bonar Law omitted 
to allow for the fact that, when the war ends, there will be a large 
mass of payments falling due to contractors and others working 
for the Government. ‘T'o count in, as he does, arrears of incomings 
without counting at the same time arrears of outgoings does not 
seem a correct proceeding. I am not inclined, therefore, to follow 
him in making this large deduction from the face value of the 
estimated debt. Furthermore, it is necessary to add to it a very 
large sum, of which the Chancellor took no account whatever, for 
the inevitable expenses connected with demobilisation. When 
this sum is brought into account, it would, I think, be optimistic 
to anticipate that, assuming peace to come on March 31st, 1919, 
the war and its aftermath will leave our debt figure substantially 
below the enormous total of £9,000 million. 

This figure is, of course, a figure for gross debt, without deduc- 
tion of sums due to us in payment of loans to Allies, Colonies and 
Dependencies. Mr. Bonar Law estimates that the total amount 
of these on March 31st, 1919, will be £1,930 million. Subtracting 
from this total one-half of the part due from Allies, he gets a 
remainder of £1,124 million as unquestionably good debt. Now, 
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if—as in the absence of official information seems reasonable—we 
assume that the figure for “other debt” contracted by us, as 
recorded in the Financial Statements, represents roughly borrow- 
ings, not separately distinguished, which the British Government 
has made abroad, the total of our foreign borrowings must have 
amounted on March 31st, 1918, to about £1,000 million. If, as 
the Chancellor appeared to anticipate, this sum increases in 
1918-19 to about the same extent as our loans to Allies, it will 
amount on March 31st, 1919 to some £1,200 million. This is 
roughly equivalent to the Chancellor’s figure of unquestionably 
good debt due to us from Allies, Colonies, and Dependencies. In 
.a very broad, general way, therefore, we may reckon that, out of 
the total debt of £9,000 million estimated for, about £1,000 million 
will be due to foreigners, and this £1,000 will be offset by an equal 
sum due from foreigners and Colonies. This leaves a net debt of 
£8,000 million, practically the whole of which is internal debt. 
Possibly this figure is on the high side. In the long run it may be 
hoped that a considerably larger part of the loans to Allies which 
have been allowed for in it will prove to be recoverable. But, in 
view of the present military situation and the high probability that 
the war, instead of ending on March 31st of next year, will extend 
at least till the close of another campaigning season, the high side 
is the safe one to be on. Nothing in the argument that follows 
turns on a few hundred millions, and my figure is a convenient one 
to work with. That, then, will be taken as the basis of discussion— 
our external indebtedness roughly balanced by our valid external 
claims, and an internal National Debt of £8,000 million. Apart 
from repudiation of this debt--a course which no serious person 
would consider for a moment—there are three methods by which 
the situation can be met. The first is the traditional method 
of raising annually by taxation sufficient money to pay 
the interest on the debt—interest the amount of which it 
may be possible later on, if conditions are favourable, to 
reduce by conversion—and to provide a_ sinking fund 
equivalent to, say, 1 per cent. of the principal of the debt. 
The second method is to raise within a short time by a special 
levy a very large sum with which the whole of the debt may be paid 
off immediately. The third method is to compromise between these 
two : to raise a special levy sufficient to discharge, not the whole, 
but a substantial part of the debt, and to deal with the rest by the 
annual provision of interest and sinking fund. The purpose of 
this article is to discuss the comparative advantages of these 
different methods. 
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At the outset, it is necessary to clear the way of a misunder- 
standing which appears to be somewhat widely entertained. This 
has to do with the relation, in respect of a war debt, between 
the present generation and future generations. It is often thought 
that, when one generation wages a war, the debt which it leaves 
behind it may be regarded as a share of the war costs passed on 
by it to posterity. If this view were sound, the question whether 
this generation ought to collect a large levy to pay off the war debt 
would depend on the further question whether the war has for- 
warded or safeguarded the vital interests of future generations. 
Our judgment upon this political point would determine our 
economic policy, and no other considerations would have any 
important bearing upon it. But in fact the view which leads to 
these results is not sound. It is true that, in so far as a war is 
financed by loans contracted abroad, the present generation escapes 
the cost of it at the expense of future generations, and could, 
by paying off those loans out of income, assume that cost to itself. 
But, as we have seen, the foreign borrowings which the Govern- 
ment has entered into in this war are balanced or more than 
balanced by loans which it has made to Allies and Dependencies, 
so that what we are in the main concerned with is an internal debt. 
The relation of the present generation to posterity in regard to this 
kind of debt is quite different from what it is in regard to an ex- 
ternal debt. If it made a levy to pay it off, it would not be assum- 
ing for its own shoulders any cost which would otherwise have been 
met by future generations. This statement does not,of course, mean 
that future generations have not been injured by the war. They 
have been injured by it in so far as the present generation has 
diverted into unproductive channels resources which, apart from 
the war, would have been employed in building up industrial 
equipment here or in making interest-bearing loans to foreigners. 
Nor does the statement mean that future generations have not 
been injured by the fact that the present generation has chosen 
to finance so large a part of the war costs by borrowing, and (rela- 
tively) so small a part by taxation. For, when the borrowing 
method is adopted, people tend to realise less keenly the need for 
economising in immediate consumption and, therefore, draw away 
less resources from consumption and more from the work of build- 
ing-up industrial equipment—thus injuring future generations— 
than they would have done if the weapon of taxation had been 
handled more courageously. The statement that the imposition of 
a large levy by the present generation to pay off the debt would not 


remove any cost from the shoulders of posterity does not deny these 
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things. They refer to the past ; it refers to the future. The point of 
it is that whatever internal debt (whether principal or interest) pos- 
terity will have to pay, posterity also will receive ; for the payment 
made will be made, not from Englishmen to outsiders, but from 
one set of Englishmen to another. It will be, not a cost to the 
country, but a transference within it. To the obligation upon 
taxpayers which the debt involves there corresponds an exactly 
equivalent right in the group of citizens who hold War Loan 
securities. Obviously, therefore, the debt that is handed down 
does not mean or represent the share of the expenses of the war 
that is put upon future generations. Consequently, the question 
whether it is better to retain the debt and pay interest upon it, 
or to pay it off by a special levy, does not turn in any degree upon 
how far we may think it right that posterity should contribute 
towards these expenses. 

This conclusion, which is, of course, obvious to economists, 1s 
a somewhat “ dangerous” one. For it suggests the inference 
that-it cannot matter to posterity as a whole how big the internal 
debt is. That is a serious error. Though the fact that the 
community owes a great deal of money to some of its members 
does not lessen its well-being directly, it does, or may, lessen it 
indirectly. This is a vital point. Indeed, it is one of the pivotal 
considerations upon which the issue between the plan of con- 
tinuous taxes and the plan of a special levy depends. In order 
to make this clear, let us suppose that the choice lies between 
continuous taxation through income-tax and super-tax sufficient 
to yield a given sum per year for an indefinite period, and an 
immediate levy of a sum that would so far reduce the debt as to 
remove the need for this amount of annual taxation. The funda- 
mental difference between these two plans is that, whereas the 
one involves a single impost, based in some way or another upon 
existing productive power, the other involves a continuing impost 
based every year upon the fruit that the exercise of productive 
power has yielded during the course of that year. Prima facie, 
therefore, the levy method seems to possess the same sort of 
advantage over the tax method that an annual duty on the public 
value of land possesses over a similar duty upon the value of im- 
provements. Under the levy plan, everybody will pay exactly 
the same amount, whatever he does; but under the tax plan 
everybody will pay less, the smaller is the income that he provides 
for himself by work or by saving. It is natural to infer that under 
the levy plan the productive activity of the country will remain 
intact, but that under the tax plan it will be checked and ham- 
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pered. This inference, however, is much too important to be 
accepted without careful inquiry. Both parts of it are open to 
dispute. 

First, it may be urged that, though the levy plan is 
now intended to be used once only for the special purpose of reduc- 
ing an enormous and altogether unprecedented war debt, yet in 
fact, if it is used once, people will be afraid it will be used again. 
They will be afraid of this in some degree even if the first levy is 
made big enough to wipe off the whole of the war debt. For there 
are many objects of great social utility for which money is urgently 
needed, and a powerful engine for raising money, when once 
devised and proved effective, is not likely, particularly if Labour 
obtains a large voice in politics, to rust for long unused. If the 
first levy is not made large enough to wipe out the whole war 
debt, the fear that it may be repeated will be still better grounded ; 
for, so soon as it is accepted as a good device for dealing 
with one-half of the debt, it is difficult to see what argument can 
be advanced to prove it a bad device for dealing with the other 
half. But, if repetition of the levy is feared, it will no longer 
leave productive activity unaffected. People looking forward will 
reflect that, the more capital they accumulate, the more they will 
be called upon to pay at the next levy; and this is exactly the 
sort of reflection that we have supposed, under the tax plan, to 
deter them from productive activity. It is not possible to get 
over this difficulty by any system of guarantees, for no Parliament 
can effectively bind its successor. We must conclude, therefore, 
that in real life the levy method will not be altogether without 
effect in restricting the productivity of the country. 

Secondly, it may be urged that, though current opinion regards 
a high income-tax as injurious to production, there is no real 
proof that it is so. Some people, no doubt, will work less hard 
if they know that a quarter of their earnings will be taken away 
by the State, but other people, anxious to maintain their standard 
of life, will work harder; while yet others, particularly those 
men of enterprise and force who value high earnings as evidence 
of achievement rather than for their own sake, will not be affected 
at all. It is not clear that the first of these groups will neces- 
sarily be larger than the second. This much must, I think, 
be granted. But the argument has ignored the important fact 
that income-tax, at all events as at present organised, differen- 
tiates very strongly against saving. Income that is spent on 
consumption pays the tax only once, but income that is invested 
pays it twice—once in itself and once in the fruits that the invest- 
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ment subsequently yields. If the nominal rate of a permanent 
income-tax is # per cent., the actual rate on saved income is 
a(2—y%,5) per cent. A nominal (permanent) income-tax at 5s. 
in the £ is thus really a tax of 8s. 9d. in the £ on income that is in- 
vested, and a nominal income-tax of 10s. in the £ is 15s. in the £ 
on this part of income. It can hardly be doubted that a tax of 
this character must, on the whole, lessen the work that people do 
in the hope of obtaining income to invest, so check investment, 
and so, through investment, productivity. 

Our analysis, so far, has not yielded any decisive results. Both 
the levy method and the tax method are likely to check produc- 
tivity to some extent; and, though perhaps it may be claimed 
that, since the threat of a repetition under the levy method is 
uncertain and distant, that method is likely to have a less deterrent 
effect than the tax method, the inference is obviously insecure. 
Hitherto, however, the argument has been abstract and 
gencral. It is possible that some more definite conclusion may be 
obtained if we take account of the concrete financial situation 
that will present itself at the end of the war. If no special 
levy to wipe out debt is made, the annual payment in interest 
and sinking fund on a debt of £8,000 millions will amount to 
no less than £480 millions. To this must be added some £50 
millions for pensions and, say, £280 millions for (expanded) nor- 
mal expenditure. The whole Budget cannot well be put at less 
than £800 millions. The importance of this enormous figure 
lies, not in itself, but in its relation to the money income of the 
country. It is not, of course, possible to forecast with any con- 
fidence what this income after the war will be. That depends 
in part upon the productivity of the country, and in part upon the 
level of prices—which in turn is dependent on the currency policy 
that will be adopted, not in this country only but also in all other 
important countries. In this connection it should be observed 
that increased productivity will not increase the money income 
that has to be set against the money debt, except in so far as 
the larger real income due to it has an increased money value. If 
productivity expands, but the aggregate money value of income 
is unaltered, the real payment which has to be made in interest 
on the debt will have grown in the same ratio as productivity. 
This point is important, but it need not be pursued further here. 
Recognising our inability to forecast what the money income of 
the country after the war will be, let us suppose for the sake of 
illustration that, including the income of holders of War Loan, 
it will amount to £3,000 millions. Then, since any reduction 
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of war debt must carry with it a reduction in the nominal income 
of the country equivalent to the interest saved, the following signi- 
ficant inferences can be drawn :— 

(1) If none of the debt is wiped off by a special levy the 
revenue required will be £800 millions, namely, 800/3,000, or 
27 per cent. of the national income. 

(2) If one-half of the debt is wiped off by a special levy, the 
revenue required will be £560 millions, namely, 560/2,800, or 
20 per cent. of the national income. 

(3) If all of the debt is wiped off by a special levy, the revenue 
required will be £320 millions, namely, 320/2,600, or 12 per cent. 
of the national income ! 

These percentages, though, of course, they cannot be more 
than illustrations, are important to our present purpose. For it 
may be fairly easy to devise a scheme which will raise in taxation 
12 per cent. of the national income without seriously in- 
juring and hampering _ production. sut to devise an 
equally innocuous scheme for raising 20 per cent. will be 
much harder; and to devise one for raising 27 per cent. very 
much harder. More generally, when the amount of the national 
money income is given, every extra £50 millions of revenue which 
has to be raised is more difficult to arrange for satisfactorily and 
more likely to involve injurious reactions upon national produc- 
tivity. Consequently, every addition to the size of the Budget 
which will be needed if no special levy is raised to wipe off debt, 
makes the chance greater that any given special levy will do more 
good by lessening the Budget requirements, than it will do harm 
through the reactions which it itself sets up. 

Tn the light of this conclusion let us look at the present posi- 
tion. For 1917-18 the revenue was as follows :— 


Customs and Excise eee sad as «os £210m. 
Income- and Super-Tax... ee es . 209 
Estate, etc., Duties ie are ree ees 31 
Excess Profit Duty Ae ane ae ss. 220 
Other Tax Revenue re Sia eae oes 13 
Total of tax revenue ... duty ae nee ‘ia 613 
Non-tax revenue ais aoe Ere wae aie 94 
Grand total... as a2 Xe is asx SIOT mm. 


The Excess Profits Duty, though it may perhaps be continued 
at a reduced rate for a few years after the war, is obviously not a 
1 If we had taken the money national income, including debt interest, at 


3,500 millions, these percentages would have been 23, 17 and 10: if we had 
taken it at 2,500 millions they would have been 32, 24 and Ld. 
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tax that can be retained permanently. Apart from it, the revenue 
now amounts to some £468 millions. Since, when the excess 
profit duty is removed, income now taken as excess profits would 
become liable to income-tax and super-tax, we should add, say, 
£60 millions to this, making £530 millions in all. This is £270 
millions less than the Budget requirements anticipated after the 
war! With money incomes probably less than they are now (in 
consequence of a lower level of prices) what taxes relatively in- 
nocuous to production is it possible to devise to raise this enormous 
sum? Except in so far as other duties are imposed—and, broadly 
speaking, other duties hamper and interfere with production more 
than the income-tax does—it would seem inevitable that income 
tax and super-tax, which yielded £239 millions in 1917-18, will 
have to be raised permanently to double the rates which then 
ruled. The standard rate of income-tax in that year was 5s. in 
the £, or 25 per cent., and, on the highest incomes, income-tax, 
together with super-tax, worked out at approximately 8s. 4d., or 
42 per cent. If this scale is doubled the effect on unearned in- 
comes up to £2,500 and on all incomes above that amount, is 
illustrated by the representative figures set out in the following 
table :— 


£93: leaving £407 
£250: ,, £750 
£733: ,, £1,267 
£1,083: ,, £1,417 
£1,500: ,, £1,500 
£2,895: ,, £2,125 


Incomes of £500 will pay 3/9in the £ = 
” ’ ” 5/- ” 

= £2,000 3 7/4 o 

5s £2,500 $6 8/8 a 

£3,000 »  10/- Ne 

£5,000 55 11/3 BS 


Pau aed 


” £10,000 % 13/1 ‘5 = £6,541: » £3,459 
- £30,000 os 15/8 ae = £23,500 : » £6,500 
: £75,000 ss 16/2 + = £60,624 : » £12,366 
», £100,000 $9 16/7 . = £82,916: » £17,084 


This table exhibits the sort of rates that would be necessary 
if it were required to raise by income-tax and super-tax double as 
much money as was raised by these taxes in 1917-18. No doubt, 
the general arrangement of the income-tax and super-tax scale 
might be smoothed out and improved in various ways. But no 
remodelling could do away with the need for rates very high even 
for small incomes and enormously high for large ones. Further- 
nore, it must be noticed that in any graduated scale the rate on 
an addition to any income must always be higher than the rate 
on the whole amount to which the addition raises it. Thus, under 
the system illustrated in the above table (7.e., the 1917-18 income- 
and super-tax scale doubled) an income of £1,000 would pay 5s. 
in the £ and one of £1,500 6s. in the £. This implies that, if a 
man by extra saving increased his income from £1,000 to £1,500, 
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he would have to pay on the fruit of that extra effort, not 6s., but 
8s.in the £. The extra effort that raises an income from £2,500 
to £3,000 would be mulcted of no less than 16s. 8d. in the £; 
that which raises one from £9,000 to £10,000 of 16s. 2d.; from 
£10,000 to £20,000 of 16s. 11d. ; from £30,000 to £40,000 of 17s. ; 
from £75,000 to £100,000 of 17s. It seems impossible to doubt 
that these tremendous rates—tremendous even on additions to 
relatively low incomes—must seriously check enterprise. The 
gain left as a reward for success in risky undertakings would be 
so small that many, who would otherwise have adventured out of 
the beaten track, will no longer think it worth while to do so. The 
temptation, too, for a rich man to indulge in extravagant con- 
sumption will be very great, for, if he saves and so adds to his 
income, more than three-quarters of the new income so acquired 
will be swept up by the State. Nor is even this all. It has to be 
remembered that there are neutral countries that will have no 
need for these high rates of taxation, and that some of the bel- 
ligerent countries may remove their need for them by resort to 
a special levy. Hence men of enterprise and men with large 
‘capital will be under a strong temptation to take up their residence 
elsewhere ; for, though by doing this they cannot escape British 
taxes (or the effect of these taxes upon selling price) on their 
holdings of British property, they can at least set their prospective 
new accumulations and personal earnings free from them. The 
moral of all this is that, if no special levy is made, the rates and 
forms of taxation, which this country will be compelled to adopt, 
threaten, in their indirect consequences, very great peril to the 
productivity of our industry. If only a small or moderate revenue 
were needed, the advantage to be looked for from cutting down 
the principal of the war debt by means of a special levy might or 
might not outweigh the disadvantages. But, with the enormous 
revenue that will in fact be needed, the scales are no longer 
balanced. From the side of industrial productivity we are driven 
towards a special levy, as the one way out of a situation which 
must otherwise prove intolerable. 

This conclusion, however, is not by itself decisive. In the 
choice between different methods of meeting the internal debt, 
the effect upon productive activity is not the only thing that has 
to be considered. Attention must also be paid to what is “ fair” 
between different classes of people. To collect all the money 
needed from persons who happened to have red hair would, for 
example, be an inadmissible proceeding, however excellent the 
method might be on the side of production. The policy of a 
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special levy has, therefore, now to be considered from the point 
of view of fairness. It is plain that, whereas the taxes ordinarily 
imposed to meet the recurrent needs of Government are based in 
some way upon the annual flow of different people’s incomes, a 
special levy must necessarily be based on the fund of their resources 
as these exist at some given moment. It, therefore, implies the 
relief of persons who in future years will earn income by labour 
of hand and brain and by accumulating new capital, at the cost 
of present possessors of resources of all kinds and of future pos- 
sessors of that part of now-existing resources which is capable 
of being handed down. To this extent, therefore, if the tax 
method is fair as between future earners and accumulators and 
the present (and future) possessors of existing resources, the 
method of special levy must be unfair. But is the tax method 
fair? In ordinary times, no doubt, when it is a question of 
financing the normal recurrent expenses of Government, income 
is the obvious basis upon which the contributions of different 
citizens should, with suitable allowances and graduations, be 
assessed. But in a tremendous emergency like this war, ought 
not the basis to be changed from the flow of income to the fund 
of resources? Of course, during the actual conduct of the war the 
things then wanted must come out of income, for the simple 
reason that the great bulk of resources (railway plant, houses, 
many types of specialised brain power) are embodied in forms not 
useful for immediate military needs. But this is not inconsistent 
with the thesis that resources rather than income are the proper 
basis upon which expenses should be charged. If all resources 
were in the form of food and shells and guns, it would not, I 
think, ever occur to anybody to deny this. But once let it be 
granted, and the fairness of a special levy directly after the war 
to pay off debt arising out of the war is implicitly admitted also ; 
because this device throws upon the fund of resources a little later 
on a charge which, it is agreed, we should like, if we could, to 
throw upon them at the time. 

It will have been noticed that, in the above argument, the 
“fund” which has been contrasted with the flow of income is 
resources. This term has been used advisedly, because the argu- 
ment requires us to bring into account, not only material capital 
as ordinarily understood, but also the “ immaterial” capital of 


mental and manual power. From the point of view of fairness 
a man’s brain is just as properly assessable for the purpose of a 
special levy as his factory or his house. As a means of providing 
actual or virtual income, it is on exactly the same footing as they 
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are. When the general rate of interest is given, the present 
value of the factory and the briin alike can be derived from the 
income that they are expected to yield before they wear out. It 
must, indeed, be observed that what is counted in income from a 
factory is, not the gross income, but the net income that is left 
over after enough has been deducted to provide for depreciation. 
Thus, what is actually counted as income from a factory may be 
regarded as permanent, and the present value of the factory is 
roughly the present value of a permanent annuity equal to this 
assessed income. The income of a man’s brain, on the other hand, 
is counted gross. Consequently, the present value of this piece 
of capital is the present value cf an annuity equal to this assessed 
income over a period of years measured by the man’s expectation of 
life. Strict fairness demands that the capital value of brain-power 
calculated in this way shall be set alongside of ordinary material 
capital and treated jointly with it as the basis of our special levy. 
Unless this is done the levy will discriminate unfairly against 
owners of material capital as compared with owners, such as 
barristers, doctors and prime ministers, of the immaterial capital 
of trained intellect. 

Now, it is generally held by advocates of a special levy that, 
if such a levy is made, it must, for practical reasons, be confined 
to material capital and cannot possibly be extended beyond this. 
If this be so, it will follow that any levy must be to some extent 
unfair. The next step, therefore, is to inquire whether the un- 
fairness will be so great that the whole plan ought to be aban- 
doned. Plainly, this question is necessary, because, since all im- 
posts are bound to be in some degree unfair to somebody, if the 
presence of any unfairness were taken to rule a tax out of court, 
it would be impossible to impose any tax whatever. We ask, 
therefore, whether a special levy, from which immaterial capital 
is exempt, will be very unfair or only a little unfair. Here two 
lines of reasoning are relevant. 

The first starts from the distribution of capital among persons 
of different ages. From the statistics of estates passing at death it 
“an be deduced that practically all the material capital of the 
country is held by persons over twenty years of age; that persons 
over forty-five, who constitute about one-third of these persons, 
own about three-fourths of the whole; so that the representative 
man over forty-five holds about six times as much material capital 
as the representative man between twenty and forty-five. But 
young men, who excel older men in physical strength, have been 
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forced to give their physical strength in the war, while older men 
have been exempted. The fact that old men excel young men so 
greatly in financial strength suggests that the balance might be 
partly adjusted, and something less unlike equality of sacrifice 
secured, by a levy whose incidence would in the main fall upon 
persons exempted from military service. This argument does not, 
of course, profess to rebut the charge that a special levy confined 
to material capital will be unfair to owners of material capital 
as against owners of immaterial capital. But it suggests, as a 
partial compensation for this unfairness, that such a levy will goa 
little way towards setting right another unfairness which is very 
palpable and glaring. 

The second relevant argument concerns the size of the differ- 
ence which will be made to the levy from owners of material 
capital if, a given aggregate amount of levy having been deter- 
mined upon, owners of immaterial capital are exempted. Owing 
to the fact that “ earned income” is interpreted by the Revenue 
authorities so as to include the earnings of private businesses, 
which are, of course, largely the fruit of material capital, it 
is impossible to make this calculation with any approach to accu- 
racy. On the basis of such statistics as are available it may, how- 
ever, be hazarded that, of income falling within the province of 
the income-tax, probably as much as three-quarters of the whole 
is—or, at all events, will be after the war, when War Loan 
holdings come into the account—due to material capital. Since 
the largest “ earned ’’ incomes are likely to belong to elderly men, 
the number of years’ purchase at which they should be capitalised 
is presumably small. Say it is on the average ten years. This, 
with interest at 5 per cent., will make the present value of the 
existing immaterial capital something like one-tenth of the value 
of existing material capital. Even, therefcre, if no account is 
taken of the fact that a considerable part of the country’s brain- 
power belongs to people whose total capital is relatively small and 
would, therefore, under a graduated scale, be subject to a low 
rate of levy, it will follow that the exemption of brain capital 
from the levy will not make very much difference to the burden 
which owners of material capital will have to bear. It will only 
make this burden, on the average, one-tenth larger than it would 
have been if brain capital had borne its proper share. If this cal- 
culation is anything like correct—obviously, it rests largely on 
guess-work—the unfairness involved in a special levy from which 
brain capital is exempt is small. It is not important enough to 
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rule out of court a method of dealing with the national debt which 
has been shown to have substantial advantages from the side of 
production. 

So far we have proceeded on the assumption that brain capital 
cannot be brought under the levy. And it is quite clear that it 
cannot be brought under it directly in the same way as material 
capital. If, however, it is held that fairness absolutely demands it, 
a way out of the difficulty is available. It would be possible to 
assess upon all persons now paying income-tax upon earned 
income an additional annual tax for the remainder of their lives, 
actuarally equivalent to the burden which would have been imposed 
upon them had they been brought directly under the special 
levy. The proceeds of the tax should be used, not in paying in- 
terest on the debt, but, like the money raised by the special levy 
itself, in helping to wipe out the principal. From the point of 
view of production it would, of course, be best that this tax should, 
if possible, be a fixed annual'amount like a rent-charge, and not 
an amount dependent upon the income actually earned from year 
to year by the persons made subject to it. Whether on the whole 
it is desirable that a compensatory impost of this kind should be 
placed upon the earned incomes of persons now alive, seems to 
me very doubtful. The chief point in its favour is that its asso- 
ciation with the special levy on material capital would emphasise 
the exceptional character of that levy, and so perhaps slightly 
mitigate the fear—highly injurious to saving and production— 
that capital levies, once experienced, will be repeated at short 
intervals for ordinary revenue purposes. But it is not necessary 
to my argument to decide for or against this compensatory impost. 
It is sufficient to have shown that, if a special levy on material 
capital alone is considered too unfair to be admissible, means exist 
by which the unfairness can be removed. 

At this point, however, another line of argument is en- 
countered. A special levy on material capital may be desirable 
from the standpoint of productivity, and it may be so arranged as 
to be free, in theory, from any large element of unfairness ; but, 
say its opponents, it is in practice quite unworkable. For two 
insuperable difficulties stand in its way, the difficulty of valuation 
and the difficulty of actually collecting the levy. These difficulties 
we have now to review. To do this satisfactorily, we need to 
know in what forms the capital of the country is held, and what 
is the relative importance of the several forms. Upon this matter 
no direct information is available. But the statistics of estates 
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passing at death throw some light upon it. For the fiscal year 
1913-14 and 1914-15 the gross capital of which the Estates Duty 
Commissioners had notice was made up as follows 


DISTRIBUTION OF PROPERTY. 


Passing at Passing at Estimated at 








death in death in the end of 
1913-14 1914-15 the war. 
Stocks, funds, shares, ete. ... sh 45% 39% 60% 
Cash in home and bank ies Wes 6% 6% 4% 
Money on mortgage, etc. ote see 1% 6% 4% 
Policies on insurance ... 4% 3% 2% 
Trade assets, book debts, goodwill, ete. 5% 5% 3% 
Household goods, apparel, ete. soe 3% 3% 2% 
Agricultural land : 5% 8% 6% 
House property and business premises 14% 16% 10% 
Ground rents, ete. _.... : ean 1% 1% 1% 
Other property ccm ae ‘8 10% 13% 8% 
TOTAL soi nae «> 200% 100% 100% 








Except in so far as some forms of property evade death duties 
more easily than others, the first two columns of the above table 
may be taken to represent roughly the distribution of property 
among different forms before the war. After the war, however, 
it may be expected, in consequence of the enormous volume of 
War Loan securities, that the proportion of the whole represented 
in stocks, funds, shares, etc., will be very greatly increased. War 
Loan by itself will very likely amount to one-third of the whole, 
so that, though there must be set against it a large diminution 
in our holdings of foreign securities, it may well be that the first 
item in the table will be raised to 60 per cent. If this happens, 
all the other percentages must be reduced to two-thirds of what 
they stood at in 1914-15, and the third column of the table will 
roughly represent the facts. In that column, then, we have a 
starting-point for estimating the true scale of the valuation 
problem. 

Clearly, there need be no serious difficulty about the first four 
items, with the exception, perhaps, of those classes of securities 
which change hands so seldom that their quotations are more or 
less fictitious. These items together we have estimated to amount 
after the war to some 70 per cent. of the whole. Further, the 
most important of the other items, namely, house property, busi- 
ness premises and agricultural land, could be roughly assessed 
on the basis of the income-tax returns, appeal being allowed to 
anyone who felt himself aggrieved. But for trade assets, etc., 
household goods and apparel, and miscellaneous property, it would 
seem that the only available method is direct appraisement— 
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a process which it would take years to apply over the whole 
country. On the figures given in the table, these items should 
work out after the war at some 13 per cent. of the whole. But, 
since they probably evade death duties to a considerable extent, 
and so are not fully counted, it would be safer to reckon them 
at, say, 20 per cent. Plainly, to leave them outside our capital 
levy would be very unfair to owners of other sorts of property, 
and would be the more objectionable in that it would directly 
benefit those persons who, during the war, have been trying to 
evade their obligations to the State by investing their resources 
in such things as pearls and pictures. On the other hand, the 
task of a general valuation is so prodigious and would prove so 
irritating that any Government would think many times before 
embarking upon it. Here, therefore, is a serious impasse. It 
would seem, however, that the difficulty might be got over by 
postponing the levy due from these items and storing it up, as 
it were, till the next occasion on which they pass at death and 
so have to be valued in the ordinary course. No doubt, this post- 
ponement would offer opportunities for evasion to unscrupulous 
persons. That, however, cannot be helped. It would be better 
to accept that loss than to undertake the gigantic task of an imme- 
diate general valuation. The evasion and the loss to Government 
that must result from it is regrettable. But it is not a fatal 
obstacle to a special levy on capital, any more than the evasion of 
death-duties and income-tax that now takes place is a fatal objec- 
tion to these means of raising revenue.! 

There remains the difficulty of actually collecting the levy. It 
is often maintained that this cannot practically be done, because, 
if it were attempted, a vast number of people would be compelled 
to throw securities and other property on the market in order 
to obtain the wherewithal to pay the levy, and would find there 
no buyers. ‘The first and most obvious answer to this objection is 
that the Government need not require payment of the levy in 
cash. There is no reason why it should not accept all Trustee 
securities, and many others in which there is normally a free and 
fairly wide market, at their market value on some specified day. 
Of course, if it did this, it would lose through some of these securi- 
ties falling in value, but, the field being wide, it would probably 
gain to about an equal extent through others rising. Since then 


1 Since this was written, Mr. Arnold has suggested in the House of 
Commons an ingenious plan under which, in the first instance, the levy would be 
collected on valuations made by the owners of capital themselves, the State 
subsequently going through these valuations at leisure and making the 
necessary adjustments up or down. 
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we have reckoned that some 60 per cent. of the capital of the 
country will be represented by securities, the great majority of 
people subjected to the levy would probably be able to meet it 
without making any sales at all. But, even if this were not so, 
or if, for any reason, the Government decided to accept in pay- 
ment only a very limited class of securities, the argument here 
under review would not be valid. For, after all, whatever money 
is paid over to the Treasury will not be locked up there in a box, 
but will probably be expended in buying up and cancelling War 
Loan stock. The people from whom this stock is bought will 
want other securities instead of it and will, therefore, constitute 
a market for those that other people are offering for sale in order 
to raise money for the levy. There should be no difficulty about 
so arranging things, with the help of temporary loans from the 
banks, that the Government purchase of War Loan keeps pace 
with the sale of the other securities, thus making the market for 
them effective and obviating the need of forced sales. 

No doubt, however, certain persons will not be in a position to 
raise either money or securities to meet the levy upon them, if 
they are compelled to pay the whole of it at once. Owners of 
private businesses, the greater part of whose resources is locked 
up in their businesses, and whose holding of securities is not more 
than sufficient to provide collateral for loans in case of need, can- 
not be expected to raise large sums quickly. Some landowners 
may be similarly situated. It would be necessary to allow these 
persons the option of payment by instalment, as is done at present 
under death duties, or even perhaps in special circumstances to 
accept the payment of interest on the levy, until such time as the 
property affected was broken up on the death of its owner or other- 
wise, and the payment of the principal thus became feasible. It 
is obviously within the power of the Revenue authorities to make 
satisfactory rules for overcoming technical difficulties of this kind. 
On the whole, therefore, it would seem that the problem of actually 
collecting the levy, as well as the problem of valuation, can be 
adequately solved. The plea that a special levy on capital would 
be unworkable in practice cannot be sustained. 

We come thus to our final problem : What rates ought to be im- 
posed on different capitals and what aggregate amount of levy 
should be looked for? The first question that has to be answered 
in this connection is : Ought holdings of War Loan to be placed, 
in the matter of rates, on the same footing as other capital, or 
should they be accorded specially favourable treatment? There is 
clearly no case for the special treatment of War Loan stock which 
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has been obtained by the conversion of consols or from the pro- 
ceeds of the sale of other securities held before the war. But some 
of the War Loan stock which has been purchased with new money 
has, no doubt, been the fruit of special and patriotic saving, for 
which some recognition might be claimed. Furthermore, it must 
be remembered that all capital created with new money during 
the war has been subjected to a burden, not experienced by the 
capital accumulated in earlier times, in consequence of the high 
war income-tax ; and War Loan constitutes the predominant part 
of this war-time creation of capital. Against these considerations 
has to be sct the fact that it would be practically very difficult to 
distinguish War Loan holdings that have been bought with new 
money from other War Loan holdings; and still more difficult to 
distinguish among them those that are the fruit of special patriotic 
savings from those that have been secured out of abnormal war 
profits. It has also to be remembered ‘that a special levy on 
capital will be, to a large extent, a substitute for high continuous 
income-tax on unearned income, and that nobody has proposed 
to give income from (ordinary) War Loan any special abatement 
under income-tax. Probably it would be convenient to privilege 
War Loan to the extent of accepting it in payment of the special 
levy on terms somewhat more favourable than are accorded to 
cash and other securities, but, on the whole, particularly in view 
of the heavy reduction that any more substantial privilege must 
cause in the yield of the levy, the case for going further than this 
does not seem to be made out. 

A more difficult question to decide is whether the rates of the 
special levy should depend simply on the amount of people’s hold- 
ings or should take account also of the size of their families. There 
can be no doubt that the present income-tax scheme, under which, 
except for small incomes, bachelors and the fathers of a number 
of young children have to pay practically equal taxes, is exceed- 
ingly unfair. For income-tax this unfairness could easily be 
remedied. But with a levy on capital there is the difficulty that 
a man who was a bachelor at the moment the levy was made might 
be a family man a few years later, while one who was a family 
man then might, in a little while, have become a childless widower. 
Under an income-tax adjusted to family conditions these changes 
would be allowed for automatically ; but, under a levy on capital, 
since this accomplishes itself once and for all, no allowance for 
them would be possible. Clearly, therefore, if it is decided to 
modify the rate of levy according to family conditions, the extent 
of the modification ought to be much smaller than would be appro- 
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priate under income-tax. Probably the best that can be done 
practically is to allow some slight modifications where capitals 
are small, but none where they are large. We need not con- 
template any relief substantial enough to affect seriously the aggre- 
gate return from any giver scheme of levy. What then should 
the scheme be, and what yield may be hoped for from it? 

In an important paper in the Journal of the Royal Statistical 
Society (July, 1915), Sir Bernard Mallet and Mr. Strutt have 
estimated that the capital of the country in private hands in any 
year is about thirty times the amount passing at death in that 
year. This “ multiplier” is the result of a very elaborate and 
skilful inquiry, and, though, of course, it is liable to error, for 
the present it holds the field. For the year 1913-14 Sir Bernard 
Mallet and Mr. Strutt take the net value of the property passing 
at death to be approximately equal to the net value of property 
of which the Commissioners of Inland Revenue have notice for 
Estate and Probate duty, plus an estimated allowance of some 
£65 millions (including £15 millions as between husbands and 
wives) for settled property not coming under review. The total 
amounted to £359 millions. Multiplying by 30, this gives an 
aggregate of approximately £11,000 millions of property in private 
hands in the United Kingdom in 1913-14. This figure we may 
take as a starting point. In order to obtain an idea of the kind of 
return that any given scheme of levy on capital after the war 
might be expected to yield, we require some estimate of what the 
corresponding figure for aggregate capital values in private hands 
will amount to then. 

In August, 1914, a law was passed by which the relief hitherto 
granted to settled property (other than husbands’ and wives’) 
passing at death under the terms of a prior disposition was abro- 
gated. Consequently, some fifty millions of money passing at 
death, which under the old rule would not have come under the 
notice of the Inland Revenue Commissioners, and for which Sir 
Bernard Mallet and Mr. Strutt made an allowance, would under 
the new rule come under their notice and be recorded. Conse- 
quently, had the capital value of property generally remained as 
before, the value paying estate-duty in 1914-15 should have been 
some £50 millions more than it was in 1913-14. As a matter of 
fact, it was only some £10 millions more. The inference is that, 
in consequence of the war, property in general depreciated in 
1914-15 in the ratio of something like 360 to 320, that is, by 
about 11 per cent. This inference is not a surprising one when 
account is taken of the great fall in the value of securities, con- 
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sequent upon the rise in the rate of interest offered for new 
capital. 

After 1914-15 statistics of capital coming under the notice of 
the Inland Revenue Commissioners are no longer available. We 
have, however, figures for the yield of the estate duties. The yield 
in 1916-17 exceeded the yield in 1914-15 by about 12 per cent. 
In view of the various reliefs that the law accords to the estates 
of soldiers killed in the war, it is not necessary to discount 
this increase very greatly on account of war casualties. Conse- 
quently, as a very rough statement, we may perhaps conclude 
that the contraction in the value of property in private hands that 
took place in the first year of the war had been made good by 
1916-17, and that in that year this value had returned to about 
what it was in 1913-14, namely, £11,000 millions. The recovery 
was presumably due to the excess of new War Loan holdings over 
the further depreciation of other property and the loss of foreign 
securities by sale abroad. 

To step from this platform, which is itself extremely insecure, 
to the probable value of property in private hands when the war 
and the post-war settlement are over, is, of course, only possible 
by the help of extremely hazardous guess-work. In April, 1917, 
internal debt amounted to something over £3,000 millions. We 
are supposing that, by the end of the war and the settlement, 
this internal debt will have become £8,000 millions. Conse- 
quently, if no other factor comes into play to affect the value 
of property in private hands, we should expect this property 
to have increased by some £5,000 millions. Of course, 
however, other factors will come into play. First, there 
will be the physical deterioration of a great deal of existing 
property through inadequate renewals and repairs—against which 
will have to be set the creation of new property in the iron and 
steel and other industries associated with the war. Secondly, 
there will be changes in price level, which must affect the value of 
such things as house property. Thirdly, there will be changes in 
the rate of interest. It is impossible to forecast the net effect of 
these various factors. Since, however, we require some figure, 
I hazard the guess that, apart from the new War Loan securities, 
the value of the country’s capital will be much the same after the 
war as in 1916-17. This means that, counting the new War 
Loan, it will come to somewhere about £16,000 millions, or half as 
much again as it was immediately before the war. 

The scale of estate duties ruling from August, 1914 ranges from 
1 per cent. on estates from £100 to £500 up to 20 per cent. on 

M 2 





154 THE ECONOMIC JOURNAL [JUNE 


estates of one million and upwards. The yield of these duties 
in 1913-14 (when estates passing under settlement were exempt) 
was £21°64 millions. Had the settled estates been included, it 
would, on Sir Bernard Mallet’s and Mr. Strutt’s figures, have 
been about £26 millions. Hence a levy on the estate-duty scale 
on all property in private hands would have yielded some thirty 
times this amount, namely, £800 millions. It follows that, 7f, 
after the war, a levy on the estate-duty scale on all property in 
private hands gives the same proportional return as it would have 
done in 1913-14, that return will amount to £1,200 millions. But, 
in order that the italicised condition may be fulfilled, the new 
property we are supposing to have come into existence must be 
spread over the groups subject to different rates of duty in the 
same ratio as the property existing in 1913-14. This is made 
obvious by the annexed table, in which are shown for 1914-15 the 
several rates of estate duty together with the proportion of the 
taxed property subject to each rate. 


Percentage of total 
estates falling 


Value of into this class, Death-duty 
estates : scale. 
‘* Small estates ” 2:8 — 
£100— £500 0-9 1 
500— 1,000 3-4 2 
1,000— 5,000 14-5 3 
5,000— 10,000 9-5 4 
10,000— 20,000 11-4 5 
20,000— 25,000 4-1 6 
25,000— 40,000 8-5 6 
40,000— 50,000 3:8 7 
50,000— 60,000 { 6-1} 7 
60,000— 70,000 8 
70,000— 75,000 0-9 8 
5,000— 80,000 { 4-6} 8 
80,000— 100,000 \ 9 
100,000— 150,000 5-7 10 
150,000— 200,000 3-3 11 
200,000— 250,000 2-3 12 
250,000— 300,000 ( 13 
300,000— 350,000 + 4-6 14 
350,000— 400,000 { 15 
400,000— 500,000 2-2 16 
500,000— 600,000 1-8 17 
600,000— 750,000 2-3 18 
750,000— 800,000 0-0 18 
800,000—1,000,000 1-3 19 
Over 1,000,000 6-0 20 


Now it is practically certain that, during the war, rich people. 
who have had a greater margin for saving than poor people, will 
have added to their capital in a larger proportion. Consequently, 
the percentages in the lower half of the first column of this table, 
that is to say, the percentages representing capital liable to the 
higher rates of levy, will have increased, while the percentages in 
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the upper half will have diminished. It is, of course, impossible 
to say how large this shifting will have been. Let us suppose 
that the new capital will be in the hands of rich people in such a 
proportion that it is on the average subject to double the rate 
of duty to which capital in general is subject. On this assump- 
tion a levy on the estate-duty scale on all property in private hands 
after the war would yield some £1,600 millions. 

If the capital equivalent of the 1917-18 rates of income-tax and 
super-tax on unearned income are calculated on the basis of a 
5 per cent. rate of interest, it will be found that the resultant scale 
has a rough resemblance to the scale (except in its lowest part) 
that would be formed by doubling throughout the 1917-18 rates of 
estate duties. The two scales move upward in the same general 
way and both come to rest in the neighbourhood of 40 per cent. 
In view of this fact it must be conceded that a capital levy cn a 
scale double the 1917-18 estate-duty scale would not pass the 
bounds of what practice is already in effect acquainted with. In 
view of the extreme financial need we might, I think, venture upon 
a scale as high as this. On the basis of the calculations set out 
above, a levy on that scale would yield some £3,200 millions. There 
is, however, clearly no reason why the upward movement of the 
scale should stop abruptly, as it would do if the estate-duty rates 
were simply doubled and no other change made, with fortunes 
of £1 million. By steepening it at the upper end we might make 
it yield something more. Yet another addition could be made 
by bringing under the levy some impersonal property not in 
private hands, such as investments of insurance companies, a pro- 
portion of companies’ reserve funds, the property of some corpor- 
ations, and so on. With good luck our levy might be made to 
yield not far short of £4,000 millions, or half the anticipated 
internal debt. If that amount of debt could be wiped off, we 
should be enabled to dispense with some £240 millions of annual 
taxation—almost exactly the sum that the income-tax and super- 
tax brought into the Exchequer in 1917-18, and considerably 
more than the whole revenue before the war. The help that would 
be given towards balancing the post-war Budget is therefore real 
and substantial. If, as many persons may be inclined to think, 
the national capital ought to be put higher than the figure I have 
taken, the gain would be pro ‘tanto greater. 

This discussion, despite the length to which it has extended, 
does not, of course, profess to be exhaustive. There are many 
difficult points of detail, such as the treatment of foreign holders 
of various forms of British property—balances or current accounts 
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in British banks at the one extreme, house property at the 
other—the treatment of charitable and educational corporations, 
and, perhaps, most puzzling of all, the treatment of British holders 
of 4 per cent. War Loan guaranteed free of income-tax—about 
which nothing has been said. All these things require consider- 
ation. Further inquiry, too, is needed into the statistical side 
of the problem, and into the exact type of graduation which the 
scale of rates should embody. Indeed, the whole subject would 
well repay study by an expert Treasury Committee. For the plan 
of imposing a special levy on capital after the war is over is not 
red revolution. It is a policy seriously put forward to meet a 
financial situation so difficult that any method of dealing with 
it is bound to involve a number of grave disadvantages. 
A. C. Picou 
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A CAPITAL LEVY : THE PROBLEMS OF REALISATION 
AND VALUATION. 


THE chief practical objections to a Capital Levy may be reduced 
to two—the difficulties of realisation and valuation. In this article 
I propose to deal with both these problems. 

Apart from the difficulties of realisation there is a common 
fallacy with regard to a Capital Levy which should perhaps be 
touched upon first. 

It is said that a Capital Levy would absorb liquid capital just 
at the time when it is wanted most, that is, during the period of 
reconstruction following the war. Those who make this objection 
overlook the purpose of a Capital Levy, which is to pay off War 
Stock. A Capital Levy does not use up liquid capital at all; it 
merely changes its ownership to some extent. The total amount 
of liquid capital available in the country would not be altered or 
diminished a penny piece by the operation. The Levy is for 
the purpose of paying off War Stock, and in so far as the Levy 
is paid in cash—and by cash is meant, of course, not only gold 
and notes, but also cheques and so forth—the Government does 
not keep the cash, but it will be used by the Government to pay 
off holders of War Stock. The total amount of cash taken by the 
Government from individuals under a Capital Levy will be exactly 
equal to the total amount of cash paid by the Government to other 
persons, that is, to holders of War Stock. Much of the cash will 
be used to pay off part of the holdings of banks and large com- 
panies, and some cash also will, of course, be paid to individual 
holders of War Stock. The banks, limited companies, and indi- 
viduals who receive cash in exchange for War Stock will then 
have it available to lend or to use in one way or another. On 
balance, therefore, the total amount of liquid capital in the country 
will not be altered a penny piece, and its distribution will probably 
be improved, for by the redemption of part of their War Stock 
there would be a larger aggregation of liquid capital in a freer 
form in the hands of the banks and other agencies to which people 
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are accustomed to go for capital. Moreover, those limited com- 
panies which hold War Stock—and nearly all do—would receive 
cash for part of their holdings. So that the main industrial con- 
cerns of the country after the war would, under a Capital Levy, 
have a larger amount of liquid capital available than they would 
have under the alternative plan of a high income-tax. 

In so far, then, as the Levy is paid in cash, it would mean 
no stagnation of trade and industry, but I believe that propor- 
tionately very little of the Levy would be paid in cash. There 
is, indeed—at any rate, in theory—no absolute reason why a penny 
piece of cash should be required for the operation. But I do not 
wish to examine a scheme which excluded cash altogether, because 
it would be somewhat inelastic. All I would say is that under a 
good and easily practicable scheme the amount of cash required 
would be very much smaller than is commonly supposed, and 
would constitute no difficulty at all. 

I come now to the problem of realisation in order to pay or 
meet the Levy. It is objected that securities and so forth would 
be thrown on the market all at once, when there were no buyers 
about, or few buyers about, and that prices would collapse. In 
point of fact by four principal methods the whole of the Levy can 
be paid or met with little or no realisation or selling of securities 
or property at all. 

The first and most obvious method is by payment direct in 
War Stock, and by that I mean War Stock of every kind—War 
Loan 1929-47, National War Bonds, and Exchequer Bonds of 
every denomination, Treasury Bills, and so forth. Any kind of 
British War Stock could be handed over to the Government in 
payment of the Levy, and the Government when it received the 
Stock would simply cancel it. That does not mean that War 
Stock holders would be in a worse position than anybody else. 
On the contrary, they would be in a somewhat better position. 
The price at which the Stock would be taken in payment of the 
Levy would be so fixed as to give some advantage to War Stock 
holders. To pay in War Stock would not be compulsory. It 
would be entirely optional, but it would be encouraged by some 
advantage in price and also it would be an easy way of paying 
the Levy and it would undoubtedly be largely chosen. 

The second method of paying the Levy without realising stocks 
and shares is by handing over to the Treasury recognised securities 
«ut certain fixed quotations. The Treasury would issue a list of 
securities which would be accepted in payment of the Levy. 
Several lists have been issued by the Treasury during the war 
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for the purpose of mobilising securities. By a somewhat similar 
operation many recognised securities would be accepted in pay- 
ment of the Capital Levy. The list would include Colonial Govern- 
ment Stocks, Indian Government Stocks, British Corporation 
Stocks, Loans of Public Bodies in the United Kingdom, Deben- 
tures and Prior Charges of the Home Railways and of the best 
Colonial and Foreign Railways, and Debenture Stocks and Prefer- 
ence Shares of good companies. All these securities could be 
handed over to the Government in payment of the Levy. The 
Government in its turn would have no need to realise. The great 
bulk of the securities would be speedily exchanged by the Govern- 
ment with War Stock holders under voluntary and agreed arrange- 
ments, some slight advantage in price being given to War Stock 
holders as an inducement to them to make the exchange. All 
details of these arrangements would be at the discretion of the 
Treasury. Under them a very large amount of the debt of the 
country would be dealt with and cancelled. There would, of 
course, be no compulsion about these exchanges. They would 
be perfectly voluntary, but many companies and individuals will 
be very willing to make them, especially in view of the fact that the 
rate of interest at present yielded by high-class securities is almost 
certain to go down as years go on, and, therefore, good irredeem- 
able securities with fixed interest are better as a permanent hold- 
ing than War Stock. In view of these considerations, it is obvious 
that many companies and individuals would readily exchange on 
favourable terms, say £10,000 of War Loan 1929-47 for about— 
at present prices—£15,500 of London and North Western Railway 
Debenture Stock, and the Treasury would have at its disposal 
for exchange purposes a large mass of most excellent securities 
which would have been handed over to the Government in pay- 
ment of the Levy. For practical purposes these securities are 
as safe as War Stock, and there is a much greater prospect of 
them appreciating largely in capital value because they are 
irredeemable. 

It is well known to those in touch with these matters that 
many companies and individuals have taken more War Stock 
than they really want. It is true the rate of interest is high, 
but at this time of great depreciation of gilt-edged stocks, when 
tempting bargains abound on every hand, many investors would 
prefer to put their money into such securities yielding a high rate 
of interest in perpetuity. While many have invested largely in 
War Stock, others have not done so, but have picked up bargains 
of low-priced first-class securities yielding a high rate of interest 
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with perfect safety in perpetuity, and with every prospect of a big 
appreciation in capital value. War Stock holders, on the other 
hand, cannot look for much appreciation in capital value, because 
of the Redemption Clause. It is, therefore, only fair that these 
matters should be adjusted, at any rate, to some extent, so that 
War Stock holders will not be penalised as they unquestionably 
would be under a high income-tax scheme. Under the exchange 
system which I have outlined it is clear that a big adjustment 
would take place to the advantage of War Stock holders and also 
a very large amount of War Stock would be dealt with and can- 
celled. 

The third way of meeting the Capital Levy without realising 
securities is by credit facilities or alternatively by payments out 
of income. As regards credit facilities the Government would 
in the main arrange with the banks for facilities to be given. The 
capitalists, who would be allowed to resort to credit facilities, or, 
alternatively, to pay out of income, would be owners of land and 
real property and men who have their money, or most of their 
money, locked up in industry and business, as, for instance, in 
a factory, fixed plant, stocks of goods, and so on. These classes 
of persons could meet the Levy by giving a mortgage or some 
other form of security in order to secure credit. The principal 
way, but not the only way, would be that this arrangement should 
be made through the banks, and the banks would be guaranteed 
by the Government against loss. Any loss there might be could 
only be small, and at the worst would be negligible in proportion 
to operations of this magnitude. The Government guarantee 
would mean that the borrower would have the fairest and easiest 
terms. On the other hand, these operations would not require 
the provision of cash, nor would they be a drain upon the liquid 
resources of the banks. Much of the accommodation could be 
given in War Stock out of the immense blocks of War Stock 
which the banks hold. The operation would be a very simple one. 
War Stock would be handed by the bank to the borrower against 
the security of a mortgage or other form of hypothecation. The 
borrower would then pay the War Stock over to the Government 
and the Government would cancel it. By these or similar methods, 
none of which involve the realisation of securities or property nor 
the provision of cash, arrangements could be made by the Govern- 
ment whereby those persons who have capital in a form not easily 
realisable could meet the Levy. 

This third method which I have in part described of meeting 
the Capital Levy deals with the problem that looms largest in 
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the minds of business men and causes them most doubt and 
anxiety. I wish to meet it fully and meticulously. It is argued 
that many men who have money locked up in their business 
would, rightly or wrongly, and no matter under what guarantee, 
object to putting themselves in the hands of a bank or to giving 
any form of security toa bank. It may be replied that the arrange- 
ment I propose would be one made with the banks by the Govern- 
ment and it would insure that there should be no harassing by 
the banks. It would be a special and definite arrangement and 
specific conditions and regulations would be laid down to safe- 
guard the borrower. 

Nevertheless, account has to be taken of prejudice. Some 
business men would object on any terms to getting credit from 
or through a bank in order to meet the levy. They would fear 
that they were putting themselves too much in the hands of the 
bank, and also that their credit for obtaining accommodation for 
business purposes might be restricted. In such cases the alterna- 
tive is clear. The Levy would have to be paid out of income either 
by way of instalments extended over a peviod of years or by way 
of a special income-tax. 

People in this position could be allowed to pay the Levy under 
similar provisions to those which were laid down to meet certain 
cases under the death duties. For instance, the Levy could be 
paid in sixteen half-yearly instalments, that is, in eight years, 
or even over a longer period. Again, if persons in this class 
could make a case—but only if they could make a case—against 
paying even by instalments, then they might be allowed to drop 
out of the Capital Levy Scheme altogether on the terms of paying 
a special income-tax. An important feature of a Capital Levy 
Scheme would be to set up Commissions to deal with hard and 
exceptional cases. These cases could be submitted to a Com- 
mission and the Commission would adjudicate upon them. If, 
for instance, it was urged by an individual that he had no War 
Stock and no realisable personal property and also that he had 
valid reasons for not wishing to resort to the credit facilities 
system, and also had good reasons for not paying the Levy in 
sixteen half-yearly instalments, it could be arranged in such a 
case that instead of paying the Levy a special income-tax should 
be paid. Such a person would be put in the same position as if 
a Capital Levy had not been made, that is to say, he would have 
to pay a special income-tax in lieu of the Levy, and provisions 
would be laid down to meet the case of his death. 

The difficulties, however, of landowners and business men 
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with capital locked up should not be exaggerated. Nearly all of 
such persons would have some War Stock or some personal 
property, particularly if they are men of considerable means. If 
they are small capitalists the amount for which they would be 
liable under the graduated scale of the Levy would be small, and 
therefore the problem for them would be much simplified. Fur- 
ther, if people in these classes, and particularly those of con- 
siderable means, have no War Stock, or if they have not a fair 
proportion of War Stock, they have not been doing their duty, 
seeing that the war has been going on for nearly four years and 
having regard to all the facilities that have been provided by the 
Government for acquiring War Stock. In so far as they hold War 
Stock or personal property, the Levy will present little difficulty 
to them. 

In considering all these questions, it must always be remem- 
bered that there are difficulties and hardships in every form of 
taxation, and not least in the income-tax, especially a high income- 
tax. This is often forgotten in discussing a Capital Levy, for 
the tendency is to see only the difficulties in and objections to any 
new form of taxation. It may be admitted that the cases which 
I have just been discussing present a considerable problem, and 
it is these cases which are fastened upon by most critics who 
oppose a Capital Levy on practical grounds. But the difficulties 
should not be over-estimated, and I am convinced that every real 
objection which is brought by people in this class could be met. 

To sum up the argument in this section, I submit that the 
problem of those persons who have their capital locked up is really 
a much simpler one than is generally recognised. It is not for a 
moment proposed to compel people in this class to pay or to raise 
capital in order to meet the Levy when such an operation would 
cripple them and would be injurious to commerce and industry. 
The whole matter resolves itself into this—that if a man cannot 
pay nor arrange to pay in capital, or in so far as he cannot do 
this, he would be allowed to pay out of income in one way or 
another. The number of persons, however, who could make 
out a case for paying wholly out of income would be comparatively 


small. 

The fourth method of meeting the Levy without realising 
securities or selling property is by direct payments in cash. Not 
very much would be done in this way. As has been said, the 
total amount of cash required for paying the Levy would be very 
small, but there would be a certain number of persons who would 
prefer to pay some part of their liability direct in cash, either 





cc OT 











1918] A CAPITAL LEVY: REALISATION AND VALUATION 163 


from cash already on deposit at the banks or out of savings made 
during the period of the Levy. 

By all these various methods the whole of the Levy could, as 
a matter of fact, be met, without the necessity of realising any 
securities or of selling any property at all. There would, how- 
ever, no doubt be cases of persons who, for one reason or another, 
preferred to sell some securities. The total amount of such trans- 
actions would be small, certainly small in proportion to the total 
Stock Exchange transactions during the period of a year, and it 
is suggested that a year should be allowed for the paymen? of 
the Levy. Further, in so far as there was selling of Stock 
Exchange securities or other forms of property, it is not the case 
that there would be no buyers or few buyers on the market. 
Banks, limited companies, and individuals who were haying a 
part of their War Stock paid off by the Government, would all 
be potential buyers because they would be receiving cash for a 
part of their holdings of War Stock, and, therefore, a collapse 
of prices is out of the question. All these considerations show 
that the difficulties of realisation and of paying the Levy are 
greatly exaggerated, and I am satisfied that the whole operation 
is quite a practicable one. 

I turn now to the problem of valuation, and I would first 
premise that the difficulties of valuation should be looked at in 
a practical and reasonable way. Jdeal perfection and exactitude 
to five places of decimals is not attainable, and is not in fact 
attained in any system of assessment for any kind of taxation, and 
of no tax is this more true than of a high income-tax, which is 
the only alternative to a Cavital Levy. But the objection that 
it is impossible to make a fair valuation of all the various kinds 
of property cannot be admitted. ‘The most obvious reply is that 
a valuation is made for the death duties, and what can be done 
in the case of persons who die can be done in the case of all owners 
of capital. No doubt the valuation wovld take time, but that 
would not create any material difficulty, as I shall presently show. 
I should explain that under the Capital Levy Scheme which I 
have in mind small capitalists, those below £1,000, would be 
exempt altogether, and also the Levy would fall on individuals 
and not on limited companies. The vast amount of property of 
one sort or another owned by limited companies of the country 
would not have to be separately valued at all. Such capital would, 
of course, be assessed for Capital Levy in the valuation of the 
shares of the companies. These exceptions would greatly 
reduce the magnitude of the problem. Valuation for the 
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Levy would also be simplified by certain regulations which 
I will briefly describe. These regulations would further insure 
that the valuation would, on the whole, be more accurate than in 
the case of the death duties. Speaking generally, the valuation 
would be made on a conservative basis, and definite guiding prin- 
ciples would be laid down by the Government. An essential 
feature of the problem would be that every man would be required 
to make or to have made his own valuation, and he would pay 
the Levy forthwith on the basis of the valuation which he had 
returned. But the Government would subsequently go through 
all the valuations and check them and the amounts paid under the 
Levy would, where necessary, be adjusted accordingly. If a 
valuation proved to be too low the balance still due under the 
Levy would have to be paid up. If, on the other hand, a valua- 
tion was too high, the amount overpaid would be returned by 
the Government. By this method the Levy could be paid quickly, 
and it would not be a serious matter if the subsequent process of 
checking the valuations and of adjusting the balances took a con- 
siderable time. There would be heavy penalties for deliberate 
attempts to defraud, and it would be rade perfectly clear that 
these penalties would be enforced by prosecution.’ In addition, 
there would be deterrents to make any material under-valuation 
unprofitable. 

To come to closer quarters with the problem of valuation. The 
greatest difficulty would be with the valuation of real property. 
I will deal with it presently. It is a minor problem because those 
who have most of their money in real property are a distinct 
minority of capitalists. By far the greater proportion of the 
property to be valued is of such a nature that it could be valued 
quickly and fairly; the major practical question is the valuation 
of personal property, and under the organisation of modern busi- 
ness the great mass of capital is held in the form of stocks and 
shares. ‘T'o value Stock Exchange securities is a perfectly simple 
matter. It is done every day, and there is ample professional 
assistance available. A certain amount of capital, however, is 
held in the form of securities which are not quoted on the Stock 
Exchange, but there need be little difficulty in valuing these. 
Many such securities, although they have not an official quota- 
tion, are regularly dealt in on the Stock Exchange, and therefore 
the valuation would be a simple matter. As regards purely private 
companies, the directors would be reqwred under regulations to 


1 Every individual would be compelled to swear under affidavit that the 
valuation he had returned was correct to the best of his knowledge and belief. 
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fix the price of the shares. Such valuation would be easily made 
and easily checked, and the plan of requiring directors to fix the 
price would be an improvement upon the present method of valuing 
these particular securities for death duties. 

The valuation of real property is the most difficult part of the 
problem. But let it not be forgotten that this matter is already 
solved, more or less satisfactorily, for the purpose of the pretty 
heavy Capital Levy known as death duties. What can be done 
with a man’s property when he is dead, can be done when he 
is alive. It is feared, and one may admit that the fear is not 
without substance, that real property may be under-valued slightly 
as compared with personal property. But it should be constantly 
borne in mind that no practical objection against a Capital Levy 
is valid if it applies equally to the alternative scheme of a high 
income-tax. It is an admitted fact that many owners of real 
property do not pay their proper proportion of income-tax. It is 
well known that most farmers, agriculturists, and so forth under 
Schedule B, and also that under Schedule A many owners of real 
property, escape lightly in the matter of income-tax, and are not 
paying, and never have paid, their fair amount. It may also be 
pointed out that many owners of private businesses under Schedule 
D, and many professional men, escape much more lightly in paying 
income-tax than shareholders in limited companies. In the case 
of limited companies and some private businesses, the Commis- 
sioners have properly audited accounts to assist them in their 
work ; but it is not so with many other private businesses and 
individuals. I am afraid that there will always be a big leakage, 
and, of course, the higher the incume-tax the greater will be these 
inequalities of assessment as between the various classes I have 
named. It is perhaps one of the arguments for a Capital Levy 
that it will be less easily evaded than a high income tax. A valua- 
tion made once for all, and made, as I have shown, without haste, 
will be a much more thorough and exact assessment than repeated 
annual assessments for income tax spread over a very long period 
of years. Under a Capital Levy there would certainly be a better 
opportunity of making many owners of real property bear their 
fair share of the burden. 

There is another kind of capitalist who could evade income-tax 
but who could not evade a Capital Levy. Some persons un- 
doubtedly are investing money in non-income-producing capital. 
They are doing this deliberately in order to avoid paying income- 
tax, and they are looking for their remuneration, which they will 
most probably get, to appreciation in capital value. Under a Capital 
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Levy these persons will not escape. Under the alternative scheme 
of a high income-tax they will escape, and that will be a gross 
injustice. 

It is once more submitted that the whole problem of valuation 
must be looked at broadly and reasonably. As I have already 
said, it is not possible under any scheme of taxation to get perfect 
equality and exactitude. But in my view there will be a nearer 
approximation to equity under a Capital Levy than under a high 
income-tax. 

Another important consideration which should never be over- 
looked is that the huge War Debt and how it should be dealt with 
is a war problem. It is a legacy of the war, and there is no simple 
and painless way of dealing with any of the problems of the war. 
And surely a proper perspective in all these matters ought to be 
maintained. It is perhaps going a little beyond my text, but it 
seems not unreasonable to recall what has happened as a result 
of the Military Service Acts. Many men have lost their lives, 
or their limbs, or have been maimed for life; the vast majority 
of those conscripted have lost their work, and not a few have had 
their businesses closed down and have lost their capital without 
receiving a penny piece of compensation. On the other hand, 
other men of military age who, for one reason or another, are 
exempt, and large numbers of men over military age, have done 
extremely well out of the war. Consider also the hardships caused 
by certain decisions of some of the medical boards. These boards 
have given what may be termed a Government valuation of life, 
and life is much more important than property. In saying these 
things, however, I do not for a moment admit that there is any 
more difficulty in carrying out the Capital Levy scheme fairly than 
there is in equitably levying a high income-tax. 

The conclusion of the whole matter is that the valuation can 
be made, and ought to be made, and on balance the incidence of 
a Capital Levy will be quite as fair as—and, indeed, in my opinion, 
fairer than—the incidence of a high income-tax. 

SyDNEY ARNOLD 




















A TAX ON CAPITAL AND REDEMPTION OF DEBT. 


THE question of the so-called “conscription” of capital has 
of late acquired considerable prominence. This is due in the 
main to the enormous growth of the war debt, the certain 
prospect of heavy financial burdens after the war, the import- 
ance of minimising the pressure of taxation on industry in view 
of post-war competition, and the desirability of reducing as far 
as practicable the national liability. Added interest has been 
given to the question by the general demand of “Labour” that 
some such step should be taken, by the attitude of our respon- 
sible financial statesmen, and by the pronounced hostility of 
certain leading bankers and others. 

There is a certain epigrammatic quality in the word which 
seizes the imagination. It attracts some just as it repels others 
by the prejudices and antagonisms which it awakens; and, in so 
far as it stirs feeling, it blinds judgment and renders impossible 
any impartial consideration of the real question with which we 
have to deal. 

The expression levy on capital is less objectionable, in that 
it suggests an exceptional operation for a specific purpose. It is 
best, however, to avoid a new term, having regard to its neces- 
sarily vague connotations, and to adhere to the well-understood 
word ‘‘ taxation.”’ 

Taxation of capital is analogous to taxation of income. They 
are merely alternative methods of measuring the amount of taxa- 
tion to be borne by the individual taxpayer. The capital tax 
is in its essentials not more iniquitous than the other; and it 
might easily be free from the anomalies which attach to our 
present “income” tax system. Rhetorical objections are worth- 
less in either case. In both, legitimate criticism falls under the 
three heads: (1) The equity of the proposal; (2) its economic 
effects; (3) the practical difficulties of its administration. 

So far as concerns the abstract justice of a ‘‘ tax on capital,’’ 
little has been said by those who oppose the measure; and, 
indeed, it is difficult to conceive any argument under that head. 

No. 110.—vou. xxvim. N 
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As between a tax on the income arising from capital and a tax 
on the capital itself, the issue is simple enough. The principle 
of equality of sacrifice is more truly met by the latter than by 
the former. Indeed, the growing demand for the remodelling 
of the income tax is mainly due to the inequalities and anomalies 
incident to the existing tax. An illustration will make the point 
clear. 

A has £10,000 in cash, which he keeps at home and lives on. 
He pays no income-tax ; and if the sum is exhausted before his 
death he pays no other tax thereon. 

B has shares which are at the moment paying no dividends, but 
which are worth £10,000. He pays no income tax; and if, as 
is possible, “income” takes the form of an appreciation in the 
value of the shares, he pays nothing on that. 

C has £10,000 on deposit at 2 per cent. His capital is secure, 
and he pays income tax on £200. 

D has £10,000 in his business and makes £1,000 a year. He 
pays income tax on the £1,000. 

E has £10,000, and purchases an annuity of £700. He pays 
income tax on the £700, although when the annuity ceases his 
capital is gone. That is, he pays tax on the real income, and 
a capital tax amounting in the period to 100 per cent. in addition. 

F has £10,000, and purchases therewith the lease of a mine. 
It lasts for ten years, and he makes £1,000 a year. In ten years 
he pays income-tax on £10,000, but his capital has gone and his 
real income (i.e., increase in assets) is nil. 

These examples might be multiplied indefinitely. They show 
that an income tax alone (in its present form) leads to anomalies 
which cannot be defended. Any attempt to remedy this in- 
equality would seem to involve (1) the assumption of a uniform 
rate of interest (say 5 per cent.) on the current value of the 
capital, and (2) the separate treatment of so much of the income 
as can be regarded as the reward of personal exertions, etc. As 
regards No. (1), it is immaterial whether the tax is so much in 
the £ on the assumed interest, or so much in the £ on the 
corresponding capital. We may therefore say that even in 
normal times and as regards current national expenditure, what 
is in effect a tax on capital (i.e., measured by capital) must be 
introduced to redress the inequalities of the income tax. The 
point is not without importance when the income-tax rate is low. 
The unqualified income tax becomes quite indefensible when the 
rate of tax is high. 

Few, probably, will deny that there is no inherent injustice 
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in a tax on capital in view of the system of death duties which 
has for so long existed in this country. There is much to be 
said from the point of view of practical convenience in exacting 
the “capital levy” at the time the capital is changing hands; 
but, apart from this, it would be difficult to suggest any form of 
capital tax more uncertain, more unequal, and more liable to 
evasion by extravagant living, gifts inter vivos, etc., than the 
death duty. Moreover, as in the case of an individual or a 
company, so also in the case of the State, expenditure may be 
divided into revenue expenditure and capital expenditure. The 
former is an outlay for the current purposes of the year, whose 
effects are exhausted in the year. The latter is an outlay whose 
objects and effects are not so restricted. So far as the com- 
munity is concerned, its strictly current or revenue expenditure 
might properly be met by an annual tax on the revenues of the 
community, whatever shape that tax on revenue might take. On 
the other hand, abnormal expenditure whose purpose or necessity 
is more nearly related to the permanent interests of the com- 
munity falls rather under the head of capital expenditure, to be 
met out of the capital resources of the State. 

The present war expenditure may be said to be (1) for the 
benefit of the existing citizens of the State in so far as its pur- 
pose is to defend or improve their personal well-being; (2) for 
the benefit of future citizens in so far as its purpose is to preserve 
or secure for them a state of well-being which otherwise they 
would not enjoy; (3) for the benefit of the existing realised 
wealth of the community in so far as its purpose is to protect 
that wealth and safeguard it from seizure or destruction by the 
enemy. 

No. (1) and No. (2) suggest that a portion of the war cost 
should be spread over (say) three generations; no expenditure 
of any kind can with any certainty be said to leave a residuum 
of value to later posterity. That is to say, the normal system 
of taxation should provide the annual charges and a sinking fund 
for a certain proportion of the debt. No. (3) implies that the 
remainder of the war cost should be met out of the current 
realised wealth of the State—t.e., by some form of tax on 
capital. 

In view of these considerations, it may reasonably be claimed 
that no case can be made out against a tax on capital as such on 
grounds of justice. 

The main objections urged against the taxation of capital for 
the purpose of redeeming war debt are economic in character; 
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and it may be admitted that if those objections cannot be refuted, 
if it is essential in the industrial interests of the country that no 
“levy” shall be made on capital, then any inequality or injus- 
tice incident to a continuing high income tax must be borne with 
what patience we can muster. 

The capital tax has been very generally denounced ex 
cathedra by leading bankers and other financial magnates, and 
their statements are entitled to respect. It would, however, be 
more illuminating and instructive if they offered a detailed ex- 
planation of the grounds on which the adverse judgment is based. 
I am disposed myself to say that not only is this special capital 
levy not injurious to industry, but that it is essential to our 
industrial well-being. 

It is said that after the war we shall need all the capital we 
can get to hold our own in the economic struggle that must follow 
peace, and that to diminish our store of capital at so critical a 
time is “suicidal.” That statement will command general assent. 
But in what way does it touch the present problem? The objec- 
tion might be urged with much truth against any proposal to 
spend vast sums in unproductive reforms at this juncture. Such 
measures would undoubtedly absorb both capital and labour 
urgently needed in the industrial field. We are, however, not 
now concerned with the unproductive expenditure of capital. A 
special tax on capital for the purpose of paying off war debt 
will not diminish the available industrial capital in the country 
by a penny (except so far as such debt is held abroad ; and nothing 
we can do can prevent foreign holders of the debt selling their 
holdings here after the war). 

The special capital tax will at the most effect some redis- 
tribution of the available industrial capital, and might in the 
most favourable circumstances leave such capital quite undis- 
turbed. For example, A has £10,000 cash; B, £5,000 cash and 
£5,000 war loan; C, £10,000 war loan. A ten per cent. tax is 
levied to pay off debt. In the result A has £9,000 cash; B, £5,000 
cash and £4,000 war loan; C, £1,000 cash and £8,000 war loan. 
Capital available for industry is £15,000 as before, and the 
annual charge for interest is reduced from £750 to £600. The 
capital fund of the country is in no way diminished ; and industry 
as a whole stands io gain, inasmuch as the burdens on it are 
lessened. 

The financial position of limited companies will, if anything, 
be improved. Assuming that the capital tax is charged on the 
individual in accordance with his total wealth, the tax draws 








| 
: 

















°° Rep miei 


1918] A TAX ON .CAPITAL AND REDEMPTION OF DEBT 171 


nothing at all from the limited company, and its outlay in respect 
of income-tax (not necessarily all recovered from its shareholders) 
is diminished. Moreover, those individuals whose war debt is 
redeemed in cash are more likely to invest such cash in limited 
companies than to use it themselves. 

As between various classes of wealth, a capital tax is more 
favourable to the industrial capitalist than an income tax, 
inasmuch as his income is relatively higher than that of the 
others. 

The direct effect of the capital tax on a small industrialist may 
be shown thus :— 

Capital, £10,000. Tax at 10 per cent. on excess over 
£2,000= £800. Tax spread over ten years. Yearly payment, 
£80. If his income is £1,500, £80 represents about 1s. in the £. 

On the other hand, a graduated capital tax under which 
£10,000 paid at the rate of 10 per cent. might well produce 
£2,500,000,000. If not redeemed by a capital tax, this repre- 
sents about £150,000,000 a year in interest and sinking fund, 
extending far beyond the ten years. To raise this our capitalist 
would have to pay at least 3s. in the £ in income tax, or about 
£225. Even allowing an extravagant modification of these 
figures, it seems clear enough that the small industrial capitalist 
stands to gain substantially by a special capital tax. 

Suppose the capital £50,000 and the levy 20 per cent. The 
tax is then £1,000 a year for ten years. If the £50,000 pro- 
duces a profit of £7,500, the income tax and super tax would 
amount to (say) 8s. in the £, or about £3,000 a year. 

Where the graduations of the capital tax and the income 
tax proceed on broadly similar lines, the charge on the industrial 
capitalist is diminished approximately in the same proportion as 
his rate of profit exceeds the normal rate of interest on invest- 
ments. 

Objection is sometimes made to a capital tax on the ground 
that it is a “tax on capital,” as though that mere fact gave to 
the tax some peculiarly noxious quality. There is no funda- 
mental distinction between a capital tax and an income tax on 
which such objection could be grounded, so far, at any rate, as 
our present proposal is concerned. Some form of capital tax 
may be necessary to balance the anomalies of the income tax. 
Apart from this, the difference is largely one of degree. Each 
is a tax on the individual, measured in the one case by the wealth 
he possesses, and in the other by the income he receives. Pro- 
vided the tax is moderate, it will in cither case be paid out of 
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income ; and so long as this is the case, one is as harmful or 
harmless as the other. 

Little attention need be given to the complaint that any tax 
on capital must be the thin end of the wedge which extremists 
or needy Chancellors will be tempted to drive home to the head. 
‘* When once an easy way of getting hold of a big sum of realised 
wealth is discovered, Socialism will not be content with one 
bite, but will want a second and a third bite later on, until 
there is nothing more to get.” (Daily Telegraph, January 31st, 
1918.) The same objection has been urged to the income tax, 
and still more to the super tax. The very facility with which 
revenue is extracted is made an objection. Every form of taxa- 
tion is open to abuse. Security can only be found in the common 
sense, in the educated intelligence of the people, and in the pro- 
motion of harmonious relations between the various classes in 
the State. 

The word “repudiation” with consequent destruction of the 
national credit is also brought into the discussion. The implied 
suggestion is quite groundless. Sooner or later the debt will be 
redeemed, and the necessary fund will be drawn, in part, either 
from the capital or from the income of the debt-holder. Pro- 
vided the treatment of the debt-holder, either as an owner of 
wealth or a receiver of income, is identical with that of his 
fellow-citizens, there can be no question of repudiation. Only 
in the case of foreign holders of the debt is any such question 
possible. If the capital tax were applied to them as holding 
investments or property in this country, a real repudiation would 
take place. There is, however, no shadow of a hint of such 
a course. Such a holding represents a debt from this country 
to one outside its jurisdiction, and is no more “ property” in 
this country than is an ordinary trade debt from the citizen of 
one State to the citizen of another. A capital tax should clearly 
not apply to British national stock held abroad. 

There is the minor point that the prospect of such a tax must 
tend to prevent investment in war bonds. ‘There is possibly 
some truth in that, although not much. It could be countered 
by the very fair proposal that, for the purposes of such taxation, 
war stock should be valued at 5 per cent. below its market value. 
This would give a comparative advantage to those who had come 
forward to help the State in the war; and to such a concession 
no reasonable objection could be made. 

Apart from all this, however, note must be taken of the 
general economic effect of an enormous National Debt. Probably 
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nobody will deny that an unproductive debt of £7,000,000,000 
is an evil which ought to be reduced at the earliest possible 
moment. Writing of the diverse effects of taxation and loans, 
J. S. Mill stated: ‘A Government which borrows does actually 
take the amount within the year, and that, too, by a tax exclu- 
sively on the labouring class.” This statement is qualified by 
the fact that much of the loan goes back to the workers in the 
form of wages; but there is no avoiding the truth that the with- 
drawing of enormous sums from a fund which would otherwise 
have gone into productive industry and the spending of such 
sums in unproductive ways does react seriously upon the labour- 
ing class. The money is already borrowed; but the argument 
applies with at least equal force to the raising of the money where- 
with to pay the yearly interest on such debt. He proceeds: 
“Ts it expedient to take steps for redeeming the debt? In prin- 
ciple it is impossible not to maintain the affirmative. . . . Two 
modes have been contemplated of paying off a National Debt, 
either at once by a general contribution, or gradually by a surplus 
revenue. The first would be incomparably the best if it were 
practicable ; and it would be practicable if it could justly be done 
by assessment on property alone.” So far his opinion in favour 
of a special tax on capital for the purpose of paying off debt is 
clear and definite enough. The principle is economically sound. 
He objects to it in practice on grounds of equity. ‘‘ Whatever is 
the fitting contribution from property to the general [i.e., annual] 
expenses of the State, in the same and in no greater proportion 
should it contribute towards either the interest or the repayment 
of the National Debt.” The State may realise any property it 
possesses to pay off debt, but, “beyond this, the only mode which 
is both just and feasible of extinguishing or reducing a National 
Debt is by means of surplus revenue.” 

One need not quarrel with this as a general principle where 
a small debt is concerned, although, since Mill wrote, a more or 
less arbitrary differentiation for taxation purposes has been intro- 
duced between unearned incomes (property) and earned income 
(labour). 

Many, however, will decline altogether to accept his quali- 
fication in the case of our colossal war debt. The supreme needs 
of the State, jeopardised by the war, have compelled widespread 
inequality of sacrifice, and have swept away many of the prin- 
ciples which have guided the State in its treatment of different 
classes and the mutual relations of these ; and if the supreme needs 
of the State so require, special taxation of wealth must be ad- 
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mitted. After all, as is shown above, the special capital tax 
interpreted in terms of an income tax tends to equalise the 
burden as between different classes of wealth, and at the same 
time increases for ten years the differentiation of rate between 
incomes from property and incomes from earnings. 

In dealing -with the economic side of the question, we should 
not forget the value of such a measure on the general attitude 
of labour and capital. Apart from its intrinsic merits, a capital 
tax under the special circumstances of the moment, offered by 
the wealth-owning class and not extorted by pressure, could 
hardly fail to have a very beneficial effect on the relations between 
the various sections of the community during an exceptionally 
trying period, when the nature of those relations may become a 
matter of grave importance. 

In estimating the financial result of any specific tax on capital 
it is necessary to remember that while the National Debt forms 
no part of the total wealth of the State, it does form part of the 
aggregate taxable capacity of the individual citizens, except so 
far as it is the result of the investment of borrowed money. 
Of a possible post-war debt of £7,000,000,000, probably 
£5,000,000,000 would fall as taxable wealth within the limits 
of the suggested tax. 

It should be further noted that the removal by means of a 
tax by a percentage of the individual’s wealth would lessen the 
future State revenue as regards death duties and income tax. 
Against this reduction we may set the probable substantial yield 
of these duties in view of the more progressive industrial life of 
the country and the more intense development of the resources 
of the Empire. 

The problem of the war debt thus divides itself into two 
parts: the special redemption by a capital tax, and the normal 
redemption out of the future surplus revenues of the State. 

As regards the former, it is suggested that the object aimed 
at should be the redemption of £3,000,000,000. If the contribu- 
tions are spread over ten years the actual assessment would 
amount to £4,000,000,000 to cover interest, the real burden on 
the taxpayer being represented by the lower figure. The degree 
of graduation and the limits of exemption could only be deter- 
mined after a careful estimate of the number and amounts of the 
fortunes of the wealth-owning citizens. 

The remaining sum of £4,000,000,000 thus falls to be dealt 
with out of the normal revenue. It is desirable that definite 
unchangeable provision should be made for its full redemption 
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within a relatively short period. If this is fixed at sixty years, 
the average rate of interest payable may be put at 44 per cent. 
over the whole period, allowing for conversions which must be 
made from time to time. Interest and sinking fund thus amount 
to about £160,000,000 per annum over the whole period. We 
may therefore be content to pay interest only, without providing 
for sinking fund, for (say) twenty years, when a partial con- 
version may be possible; and after that time apply to redemp- 
tion purposes all annual saving resulting from conversion to a 
lower rate of interest. The amount to be provided by general 
taxation for the present is thus £200,000,000, as compared with 
at least £400,000,000 (interest and sinking fund) if no special 
redemption is effected. The economic advantages of such a reduc- 
tion in annual taxation are obvious. 

The practicability of levying such a capital tax is the third 
element in the discussion. It would be out of place here to set 
out any detailed proposal. It must suffice to state that the 
problem of assessing and collecting such a tax presents no over- 
whelming difficulties. It is mainly one of business organisation, 
adequate powers, and common sense. The special objections to 
an annual tax on capital based on the extreme difficulty of doing 
the work of assessing with any reasonable completeness in so 
short a period, and of realising any assets taken over in place of 
cash in the course of collection, are not now to be met. The 
long period available for the work and the wide diffusion of the 
debt to be redeemed could not fail to reduce these practical diffi- 


culties to entirely manageable proportions. 
A. Hook 











THE DOCTRINE OF INDEX-NUMBERS ACCORDING 
TO PROFESSOR WESLEY MITCHELIT 


THE problem of which the object is to measure changes in the 
value of money has long exercised economists and statisticians. 
Thirty years have elapsed since the British Association appointed 
a committee for the purpose of investigating the best methods 
of ascertaining and measuring variations in the value of the 
monetary standard. The wording of this instruction may serve 
to remind us of the tremendous magnitude which the phenomenon 
to be measured has since the outbreak of the war assumed. No 
one would now set out to ascertain the fact of a change in the 
value of money—a fact which in the peaceful ’eighties of last 
century could be disputed by sturdy mono-metallists without 
obvious absurdity. But though the fact now stares us in the face, 
the measurement of its magnitude is still important; perhaps 
more important than ever. For it can hardly be doubted that 
as the war goes on, and during the period of so-called “recon- 
struction,’’ there will be required careful measurements of change 
in the purchasing power of money, with a view to the adjust- 
ment of wages and of other payments. And not only for prac- 
tical purposes, but also in the interest of monetary theory, will 
such measurement be urgently required. In the controversies 
which will probably flourish in the early part of the twentieth, 
as in that of the nineteenth, century concerning the management 
of the currency during a great war, reference will certainly often 
be made to the index-numbers which represent the change from 
time to time in the level of general prices. If, as may be ex- 
pected, the quantity theory of money is appealed to, it will be 
proper to construct another kind of index-number showing 
changes in the volume of trade. And other index-numbers there 
are which may be required in the course of reconstruction ; in 
particular, those which measure wages nominal and real. 

Coincidently with the increased demand for the use of index- 
numbers it is opportune that there has appeared a singularly com- 
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prehensive and lucid treatise on this species of measurement.! It 
is true that Professor Wesley Mitchell’s monograph on index- 
numbers of wholesale prices does not cover all the ground which 
we have here in view. But the methods appropriate to the 
general problem can mostly be learnt from his discussion of a 
particular but leading case. That discussion is so complete and 
thorough that it almost dispenses the student who is not a 
specialist from the trouble of consulting the earlier literature of 
the subject. Within a limited but considerable and representa- 
tive province Professor Mitchell has explored every inch of the 
ground. He has traced the many-branching paths which per- 
plexed most of his predecessors. He has added clear directions 
showing where each of the paths leads. 

The last-mentioned task is more difficult and important than 
may be supposed. It is a peculiarity of the problem that much 
thought must be expended in order to find the meaning of the 
question before you begin to answer the question. The practical 
man intent upon making or spending money does not suspect the 
ambiguity lurking under inquiries about its value. He asks what 
is the equivalent in our currency of the guinea in Charles II.’s 
time, and expects an answer as pat as if he had asked what is 
now the bank rate, or what the price of wheat. It is true that 
where the distance between the epochs compared is not so 
enormous, in the more usual comparisons of price-levels, the 
definition of the question is not so important; much the same 
answer may be given to different varieties of the question. The 
relation is like that between ethical theory and good conduct; 
if Bishop Butler and other moralists are right in thinking that 
much the same conduct may follow from first principles so opposite 
as rational benevolence and rational self-love. When this analogy 
was suggested to Sidgwick, on the occasion of a meeting of the 
above-mentioned British Association Committee, the author of 
the Methods of Ethics made reply to the effect that, while fre- 
quently different methods might be adopted without obvious 
difference in practice, yet occasionally at critical turning-points 
the difference between opposite first principles would make itself 
felt decisively. We surmise that in like manner monetary dis- 
tinctions which are otiose in ordinary times may have 
become significant under present conditions. All the greater is 
the debt of the economist to Professor Mitchell for having made 
the distinctions clear. Consider, for instance, Professor Irving 

1 Index-numbers of wholesale prices in the United States and foreign 
countries (Bulletin of the United States Bureau of Labour Statistics, 1915; whole 
number 173). 
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Fisher’s index-number in which each article is weighted in pro- 
portion to the number of times it is sold; quite. properly, as 
Professor Mitchell points out (78), with reference to Professor 
Fisher’s purpose. In ordinary times there would probably be 
little difference between this number and that which is obtained 
by using the same commodities in the same quantities without 
taking account of the number of turnovers (Mitchell, loc. cit.).’ 
But in war time, methods of business being considerably altered, 
it is possible that the distinction corresponds to a real difference.® 
The same may be said about another variety which Professor 
Mitchell thus distinguishes. ‘If the aim be merely to find the 
differences of price fluctuation characteristic of dissimilar groups 
of commodities, or to study the influence of gold productions, or 
the issue of irredeemable paper money upon the way in which 
prices change, it may be appropriate to give identical weights to 
all the commodities” (78), Again, the consumption standard, as 
based on family budgets, or more generally on the expenditure 
of the citizens in the way of consumption for the sake of personal 
or sympathetic satisfaction, exclusive of their collective expendi- 
ture on munitions for the satisfaction of patriotic motives, may 
well differ in war time from an index-number like that of Pro- 
fessor Irving Fisher, if there is included in the work which the 
currency has to do the payments by the Government for muni- 
tions. Conceivably, however differently from present experience, 
the momentum (price x velocity) of currency in relation to the 


1 The numerals in brackets refer to pages in Prof. Mitchell's treatise. 

2 Cp. Memorandum British Association Report, 1889, p. 134, vi. Professor 
Foxwell’s method. 

3 The subtlety of these distinctions deceives even experts. Thus the reviewer 
in the Heonomist (for January 12th, 1918) criticising a recent publication in 
which it was held not to be proved, upon the lines of Irving Fisher, that money 
rather than goods was responsible for the rise of prices, observes triumphantly : 
‘‘There can be no question that the increase in currency has been very much 
more rapid than the increase in the production of goods, unless we are to assume 
that this country, with four or five millions of its best men withdrawn into the 
Army, has been able to increase its production by more than 50 per cent.” But 
the four or five millions have: not been withdrawn from the production with 
which we are concerned in this inquiry. They (with their dependants) make 
prima facie, at least as great a pull as before upon the currency. Again the 
increase of womens and old men’s paid work swells the denominator, which 
Irving Fisher calls “T.” But then, asks the reviewer, why have prices risen? 
Quite possibly, we reply, not so much because the quantity of money has 
increased out of proportion to the quantity of ‘‘goods” (in the sense here 
relevant), as because the circulation of the goods is less rapid (as suggested in 
the work criticised, cf. Lehfeldt, Economic Journat, Vol. XXVIII. (1918). 
p. 111). That is not “inflation ” in the sense of causation on the side of money. 

4 Cp. British Association Memorandum, 1887, Section viii: “Determination 
of an Index-number irrespective of the quantities of the commodities.” 
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“volume ”’—or, rather, the momentum, or flow—of goods, in- 
cluding munitions, might remain constant; while the prices of 
all the goods consumed by the citizen, exclusive of munitions, 
rose considerably. 

Our readers are perhaps beginning to feel that they have had 
enough of this concept-splitting. Yet there remain certain 
varieties of index-numbers which we cannot pass over: two 
mentioned by Professor Mitchell and two which it did not come 
within his subject, more narrowly defined than ours, to mention. 
There is first the index-number intended to serve as a business 
“barometer” (66). “If the aim be to construct a business baro- 
meter, the data should be prices from the most representative 
wholesale markets, the list should be confined to commodities 
whose prices are most sensitive to changes in business prospects 
and least liable to change from other causes, and the weights may 
logically be adjusted to the relative importance of the commodities 
as objects of investment. Professor Mitchell also directs atten- 
tion to what he calls a “general-purpose” index-number, not 
adapted to any special end and in practice applied to very various 
purposes, of which more than a dozen are enumerated (26).! Pro- 
fessor Mitchell is no doubt right in thinking that “the day has 
not come when the uses of index-numbers are sufficiently dif- 
ferentiated and standardised to secure the regular publication of 
numerous special-purpose series.” Tull then “the users of index- 
numbers must put up with figures imperfectly adapted to their 
ends” (26). 

Another conception of the end, another definition of the value 
of money, is derived from Ricardo’s axiom that “a commodity 
which at all times requires the same sacrifice of toil and labour 
to produce it is invariable in value.” Professor Marshall has 
countenanced this view of our problem. In his evidence before 
the Precious Metals Royal Commission of 1888, speaking of the 
appreciation of gold,? he said: ‘“‘When it is used as denoting a 
rise in the real value of gold, I then regard it as measured by 
the [increase] * in the power which gold has of purchasing labour 
of all kinds—that is, not only manual labour, but the labour of 


1 Cp. Memorandum, 1887, p. 44, “ mixed modes, compounding the ends or 
means or several distinct methods”... “the most comprehensive . . . pur- 
porting to be a compromise between all the modes and purposes—the method 
if practical exigencies impose the condition that we must employ one method, 
not many methods.” 

2 Appendix to Final Report [C 5512] Question 9025. Quoted in the British 
Association Memorandum of 1889, p. 161. 

3 “Diminution’’ has been substituted for ‘‘increase’ 
obvious misprint. 


in the original by an 
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business men and all others engaged in industry of any kind.” 
It has been said that changes under this head are sufficiently 
reckoned with when the changes in average incomes are noted. 
This, however, may be questioned in time of a war involving 
enormous changes in the quantity of labour employed in pro- 
duction, additions here and subtractions there. 

Nor can we pass over in silence Professor Nicholson’s index- 
number based on capital.’ It is remarkable that the conception 
which lies at the root of this method should have been that which, 
under a different aspect, first presented itself to Professor Leh- 
feldt in his independent and original investigation of the “absolute 
price of gold.” * Professor Lehfeldt’s second definition, referring 
to a “redistribution of effort of production’’ on the supposition 
of “ the total of effort being unchanged,” savours rather of the 
labour standard which we mentioned just now. 

When we have decided what is the end at which to aim, we 
may go on to consider how the data are to be shaped to that end, 
and what data are to be sought. ‘The step which is last in the 
analysis, as Aristotle would say, is first in the order of practice. 
The initial operation of collecting the original quotations of price 
requires more care and labour than might be supposed. “To 
judge from the literature about index-numbers, one would 
think that the difficult and important problems concern 
weighting and averaging. But those who are practically con- 
cerned with the whole process of making an index-number from 
start to finish rate this office work lightly in comparison with 
the field work of getting the original data” (27).2 The fathers 
of the English Statistical Society were so apprehensive lest the 
field work of collecting facts expressed in figures should be 
neglected if attention were diverted to drawing inferences from 
those facts that they proposed to divide the two kinds of work, 
and as the motto which they chose purported—aliis exterendum, 
under a wheatsheaf—themselves to gather in the harvest of 
statistics, while leaving it to others to thrash out the inferences. 
But Professor Wesley Mitchell has shown that it is possible for 


1 Described in the British Association Memorandum, 1887, section V1., and 
criticised with perhaps less than justice in Section X. 

2 Economic Journat (March, 1918, p. 108). 

3 One who was associated with Giffen when he was preparing the scheme of 
an index-number adopted by the British Association Committee can remember 
how much he was influenced in the selection of the items by the possibility of 
obtaining an available figure. He has himself expressed this in the second 
Report of the Committee (1888) which he drew up. ‘‘In dealing with the 
question practically those concerned must always have an eye upon the data, 
and consider what is practically attainable ’’ (loc. cit. p. 183, and context). 
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one and the same individual—combining official diligence with 
economic subtleties and statistical refinements—both to collect 
the raw material of primary data, and also to employ the com- 
plicated machinery which is required in order to render that 
material available for human use. We have not space to describe 
the excellent directions which are given to “the field worker 
collecting data for an index-number” (27). Indeed the whole 
of Part II., nearly two-thirds of the volume, dealing with index- 
numbers of wholesale prices in the United States and foreign 
countries, abounds with suggestions which may be useful to the 
practical statistician. Attention should be called to the sugges- 
tion that the facts may prove to be of more permanent interest 
than the theories which are now built thereon. “It is probable 
that long after the best index-numbers which we can make to-day 
have been superseded, the data from which they were compiled 
will be among the sources from which men will be extracting 
knowledge which we do not know enough to find ” (30). We 
surmise that some of this future knowledge will be of the kind 
to which Professor Mitchell points: “ to find how prices are 
interconnected, how and why they change, and what consequences 
each change entails’’ (29, 67). 

Between the collection of the data and the completion of the 
index-number there are several intermediate processes which 
Professor Mitchell describes under the headings base periods, the 
numbers and kinds of commodities included, problems of weight- 
ing, averages and aggregates. We adopt this division, but we are 
not careful to follow the author’s order as to the topics which are 
ranged under these four heads. 

Under the first head Professor Mitchell's most important con- 
tribution is the support which he gives to the method proposed 
by Professor Marshall, according to which the base adopted each 
year is constituted by the prices of the preceding year. “Chain ”’ 
index-numbers it is proposed to call this species (36, 37, refer- 
ring to 23). The ordinary “fixed base’’ index-number—for 
example, one constructed for the year 1913 with the prices of 
1890-99 as base—is liable to an imperfection which is thus 
worded : ‘‘As the years pass by the commodities that have « 
consistent trend gradually climb far above or subside far below 
their earlier levels, while the other commodities are scattered 
between these extremes. Thus the percentages of variation for 
any given year gradually get strung out in a long, thin, and 
irregular line without any marked degree of concentration about 
any single point’’ (23). On the other hand, a careful scrutiny 
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of the relative prices with which the “chain ’’ method deals brings 
out the interesting circumstance that these percentages are 
grouped approximately according to the “normal law ’’ of distri- 
bution. The familiar form which has been likened to (the front 
view of) a gens d’armes’ hat reappears. But it should be noticed 
that in the centre of the hat there is a spike like that of a Prussian 
helmet—a “mode’’ which is very abnormal. 

There is something impressive in the introduction of the 
normal law—the dominant principle of the higher statistics—into 
questions relating to money and prices. It is like the appearance 
of a distinguished savant as witness in a case relating to ordinary 
business. Let us make certain that the testimony is rightly 
interpreted. 

When it is claimed as a merit of the “chain ’’ data that they 
conform to the normal law, the question arises what advantage 
is there such conformity. The feeling of statisticians on this 
question may perhaps be expressed by the old answer, “ Si non 
rogas, intelligo.’’ To reply that the law is convenient for pur- 
poses of calculation seems hardly relevant to the present inquiry. 
A deeper reason may be found in the presumption that the law 
is the outcome of numerous independent causes.! Since it is 
unlikely that independent phenomena should vary concurrently, 
we have here some guarantee of a certain stability in the grouping 
under consideration. It may be worth suggesting that prices 
regulated by Government in war time are determined by general 
rules rather than the plurality of fleeting causes which constitute 
the condition of the normal distribution. But we are not pre- 
pared to affirm that arbitrary’ governmental regulations will be 
deficient in the element of haphazard. 

However, we do not dispute that it is a merit in a statistical 
group to conform to the normal law. We admit, too, that a 
continual elongation in one direction, such as Professor Mitchell 
has observed in the case of some relative prices, tends to deforma- 
tion of the law. If all the prices behaved in this way, some 
moving upwards continually, the others downwards, they would 


* leave in the midst a horrid vale,” 


quite inconsistent with the normal contour. As nothing like this 
occurs, the continued elongations can be -only moderately dis- 
figuring ; to what extent must be a matter of observation. We 
are not satisfied that this observation is performed with sufficient 


1 Independence being understood in the sense explained by the present 
writer. Journal of the Royal Statistical Society, 1916, p. 462, and references 


there given. 
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care by Professor Mitchell. He shows two diagrams, one repre- 
senting the distribution of prices in 1813 as compared by the 
“chain ’’ method with those of 1812, the other the distribution 
of 1813 compared with 1890-99 by the “‘fixed-base ’’ method ; and 
points out that the former set obey approximately the normal 
law. “But,’’ he continues, “the distribution of the second set 
of variations (percentages of change from the average prices of 
1890-99) . . . belongs to a different type. It has no pronounced 
central tendency ; it shows no high degree of concentration around 
the arithmetic mean or median. It is more like an oblong 
than like the bell-shaped normal curve . . . its probable variation 
is five times as great as that of the corresponding variations for 
1912 prices.’’ This evidence is not conclusive ; for it may be shown 
that the same appearance would be presented in like circumstances 
by the most perfectly normal distribution. 

To construct an ideal distribution imagine a game in which 
each player moves a peg one step of, say, a quarter of an inch on 
a horizontal board either forward or backward, according as a 
tossed coin shows head or tail. A number of players that move 
thus east or west start from a line running north and south. 
Suppose that each player takes several steps in five minutes 
(corresponding to several changes in the price of an article during 
a year). At the end of that period the distances from the initial 
line will be ranged in at least rough correspondence to the normal 
law. Now let the race be prolonged for more than two hours— 
twenty-five periods each of five minutes. At the end of this 
time the normal distribution will be much more perfect (since 
more independent causes wiil have operated). But appearances 
would be against the new group. It might be said of it, as of the 
“fixed base ’’ series, that “it has no pronounced central tendency ; 
it shows no high degree of concentration around the arithmetic 
mean,’’ and so forth. For let there be given the “probable 
deviation ’’ of the grouping after the first five minutes. Say it 
is so many quarters of an inch, or, better, a percentage of a 
certain standard length; namely, the number of inches which 
measures the distance of the initial line—the “carcer’’ of our 
imagined race—from a zero-point (west of that line). Let the 
said probable deviation be 4 (per cent.). Then the probable 
deviation for the group at the end of the race will be five times 
as great, namely, 20. The latter grouping naturally appears 
“oblong,’’ as contrasted with the “bell-shaped ’’ contour of the 


1 The square root of the number of independent constituents, which we 
have supposed to be twenty-five. 
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former. The contrast is exhibited in the accompanying diagram, 
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where the notches on the line are placed at intervals of 4 (per 
cent. of the standard length), the probable deviation of the 
grouping formed by a five minutes’ race. The upper figures show 
roughly (part of) a group of 240 observations thus formed. The 
lower figures show the grouping that may be with most probability 
expected after the forces tending to dispersion have acted 
for twenty-five times five minutes. It will be noticed that 
the shape of the bell is no longer conspicuous, about the centre 
at least. Certainly, if we exhibited the whole group, it might 
come out; it would come out if we represented, not the result of 
one race, but the average result of indefinitely numerous trials. 
But at any one race of the kind which we have described the 
grouping as a whole would assuredly appear rather “ oblong.” And 
yet it may be more normal than the small group. If the distance 
of each player from the starting-point at the end of the long race 
is divided by 5, the group so formed may be expected to comply 
with the ideal shape better than the set of points reached in 
the short race. 

This contrast is not materially affected by the introduction 
of certain concrete circumstances. The coins which are used 
might be slightly unsymmetrical. There would then result a 
grouping which has many properties in common with the normal 
shape, the sub-normal curve as it has been called.1 The sub- 
normal shape would persist, in spite of several modifications 
assimilating the case to that of price-variations. Then the causes 
tending to variation need not be perfectly independent. The steps 
need not be equal. There need not be several changes in each 
of the short periods. A variation may persist in one direction 
for several periods, provided that there is a chance of its being 
reversed. If, indeed, the last-named condition is removed on 
a large scale, the sub-normal character must disappear. Whether 
this or other abnormalities occur on such a scale as to vitiate 
the result is not to be decided off-hand, but by a careful scrutiny 
of the given statistics. 

We have performed this scrutiny with respect to a set of 
145 commodities selected by Professor Mitchell from the 241 


1 See Journal of the Hoyal Statistical Society, ‘‘Mathematical Representa- 
tion of Statistics,’’ Sect. III., 1917, p. 65 et passim. 
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above mentioned. We have examined the percentages presented 
by comparing the prices of 1913 with those of 1912 according to 
the “chain’’ method, and the percentages for 1913 according 
to the “fixed base ’’ method with base 1890-99 ; and we are satis- 
fied that the latter conform to the normal law at least as well 
as the former.! 

But while thus questioning one of Professor Mitchell’s pre- 
misses, we do not dispute his conclusion: “The longer a fixed- 
base system is maintained the more scattered become the relative 
prices as a rule’’ (37). Our discussion, however, warns us to 
accept with caution the corollary attached to this conclusion. 
“With a given body of quotations to build upon, chain relatives 
are more trustworthy than their rivals’’ (loc. cit.). Chain rela- 
tives relating to the preceding year are no doubt more trustworthy 
than their rivals when related to a much earlier period. But 
so are fixed-base index-numbers more trustworthy than a chain 
system if the former relate to the preceding year, the latter to 
a much earlier period. 

The latter relation is dismissed too hastily in our judgment 
by Professor Mitchell. “Chain relatives for successive years . . 
multiplied together to form a continuous series’’ (38) surely bring 
the later years into a relation with the earlier, which is as valid 
as most of the conceptions involved in an index-number.? We 
have performed this operation with respect to the chain index 
given by Professor Mitchell extending from 1890 to 1913; and 
have compared the result for 1913 with that which is given by 
the fixed-base method with base 1890-99. The difference appears 
at first sight marked; the median and the arithmetic mean 
according to the chain system being (for 1913) respectively 111°5 
and 113, while, according to the fixed-base system, they are about 
126 and 130 respectively. But it must be remembered that the 
chain starts from a greater height than the base of the fixed 
system ; the level of 1890 (the base of the chain) being, with 
respect to the base of the fixed system, 113 or 114. This being 
taken into account, the consilience between the two systems is 
remarkable ; and, indeed, greater than was to be expected. 

It is tenable, we submit, that for certain purposes the chain 
system gives just as good a measure of the change in the price- 


1 The probable error for the group formed by comparison with a distant 
period, viz., nearly 20, is to the probable error for the group formed by com- 
parison between two consecutive years approximately in the ratio supposed in 


our illustration. 
2 Cp. British Association Memorandum, 1887, p. 17. 
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level as the fixed-base system. For this reason we agree with 
Professor Mitchell that “it is an excellent plan to make from the 
original quotations two series of index-numbers—one a chain 
index and the other a fixed-base serics.’’ 

Under the head of “Numbers and Kinds of Commodities In- 
cluded ’’ Professor Mitchell adduces a discovery for which students 
of his Gold Prices under the Green-back Standard [reviewed in 
the Economic Journa, Vol. XVIII. (1908), p. 581] will be pre- 
pared. He has observed that the fluctuation in price from year 
to year is much greater for some kinds of commodities than for 
others (52 et seq.). Thus manufactured goods are steadier than 
raw materials. There are characteristic differences among the 
price fluctuations of the groups consisting of mineral products, 
forest products, animal products, and farm crops. Again, con- 
sumers’ goods are steadier in price than producers’ goods, the 
demand for the former being less influenced by vicissitudes in 
business conditions. Knowledge of this kind may be used to 
explain the discrepancies between different index-numbers which 
mix these classes of commodities in different proportions. Pro- 
fessor Mitchell bases on this observation a recommendation that 
the commodities utilised in the construction of index-numbers 
should be classified, not (or not only), as now, empirically, or 
with reference to practical interests, but (also) “upon causal lines, 
upon differences among the factors which determine prices, upon 
a principle of division which throws more light upon the workings 
of the complex system of prices.’’ 

In considering that system Professor Mitchell has thrown 
light upon the complex systems. For in the course of his observa- 
tion he brings into view the interdependence or correlation be- 
tween the prices of different commodities. There is a similarity 
between the price fluctuation of finished products and raw 
materials. This, however, is less than the similarity between 
the price fluctuations of finished products made from different 
materials.1_ The latter similarities, we surmise, are due to common 
causes, such as business cycles or changes in wages. The alterna- 
tions of prosperity and depression no doubt affect all, or at least 
very many prices; but some much more than others. Thus the 
prices of minerals fluctuate with the alternations of business 
cycles better than the prices of other raw materials—farm and 


1 The fact is thus happily expressed by our author: “As babies from 
different families are more like one another than they are like their respective 
parents, so here the relative prices of cotton textiles, woollen textiles, steel tools, 
bread, and shoes differ far less among themselves than they differ severally 
from the relative prices of raw cotton, raw wool, pig-iron, wheat, and hides. 
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forest or animal products. Throughout the system there are found 
to be subtle correlations between observations which primd facie 
are apt to be regarded as independent. 

There is here exposed a feature which no doubt would be 
presented by other groups of statistics could they be as carefully 
examined. Observations seemingly independent are in reality 
honey-combed with correlations. Accordingly, calculations of 
probabilities based on the assumption of independence are apt 
to be inaccurate. Mathematical statisticians are too fond of 
calculating the ” probable error” of averages on this assumption. 
They evolve, often with much labour and skill, a formula in- 
volving n, the number of observations, usually in the form of the 
square root of n as a factor of the denominator. They forget that 
commonly the given number n exaggerates the independence of 
the observations ; owing to the existence of correlations, such as 
in the case of prices Professor Mitchell has so well expressed. 

Under the head “Problems of Weighting,’’ Professor Mitchell 
propounds three questions: “Should the weights be sums of 
money or physical quantities? Should the weights be changed 
from year to year, or should they be kept constant? Should the 
weights be adjusted to the importance of the commodities as such, 
or should there be taken into account also the importance of the 
commodities as representing certain types of price fluctua- 
tions? ’’ (78). 

As to the first question, physical quantities measured by some 
conventional standard as a ton or a gallon are evidently improper 
weights for relative prices, ratios of which the type is p,, the 
price of an article in the rth year, divided by p, the price of the 
same article in the base year (or period). But the value of the 
article (at the base, or some other suitable time) may properly 
be taken as the weight.” 

As to the change of weights in view of change in the relative 
importance of commodities, Professor Mitchell points out that 
the compiler must choose between two evils, inaccurate weights 
and ambiguous price measures (79, referring to 31). With refer- 

1 The great Laplace was not free from this assumption when he proposed 
to calculate the population of a country from the ratio between the number 
of baptisms and the population in different districts; and estimated the probable 
error of the calculation without taking into account the difference which no doubt 
prevails in respect of vital statistics between the inhabitants of different districts 
{cf. Journal of the Royal Statistical Society, Vol. LXXX. (1917), p. 549]. Prob- 
ably only random samples such as those on which Dr. Bowley operates are quite 
—or at least very nearly—free from the influence in question (see Bowley, 
Presidential Address to Section F of the British Association, 1906; and Liveli- 


hood and Poverty, 1915. 
2 Cp. below, p. 188. 
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ence to fixed-base index-numbers, he considers that “the least 
ebjectionable compromise is probably to revise the scheme of 
weights, say, once a decade, and to show the effect of this change 
by computing overlapping results for a few years with both the 
old and new weights.”'! He puts “ chain index-numbers” in 
a different category, for a reason that we have above questioned,” 
“since such series do not profess to yield accurate comparisons 
except between successive years” (80).% 

Nor are we disposed to accept without qualification his answer 
to the third question, which is based on the following axiom. 
“‘An accurate measure of change in the level of all wholesale prices 
is not obtained unless all of the different types of fluctuation 
[referred to above, p. 186.] . . . are represented in accordance 
with the relative importance of the commodities belonging to 
each.’’ Very deep questions of first principle are here involved. 
We submit that the concept of an index-number for prices lies 
somewhere between two extreme definitions. One is the money 
value of a perfectly definite set of articles; for instance, a pro- 
vision for certain functionaries of so much bread, sugar, uniforms, 
etc., from year to year (or at the same time in different countries). 
The sum total thus presented hardly deserves to be called an 
index-number (a title which, we observe with satisfaction, Pro- 
fessor Mitchell does not bestow as lavishly as some writers have 
done). Contrasted with a compilation which is of the nature of 
a commercial account is a true index-number, as described by Dr. 
Bowley : a quantity which we cannot observe directly, but which 
influences others which we can so observe. The quesitum thus 
conceived is related to the given price variations much as a 
physical quantity under measurement is related to a set of observa- 
tions each purporting to represent the sought quantity. But the 
theory of errors-of-observation shows that in the combination of 
the given observations “‘less weight should be attached to observa- 
tions belonging to a class which are subject to a wider deviation 
from the mean. Such would be prices of articles which, exclusive 
of the common price movement of all the selected articles, are 
liable to peculiarly large proper fluctuations.” ° 

1 In illustration of this practice Professor Mitchell refers to Knibbs’ Cost 


of Living in Australia, Commonwealth ... Bureau. . . of Statistics Report, 
No. I., pp. xxiv, xlix. 
2 Above, p. 185. 3 See reference given in note to p. 185. 


4 Elements of Statistics, Chap. IX. 

5 British Association Memorandum, 1887, p, 36. Cp. Memorandum, 1889, 
p. 157: ‘‘If more weight attaches to a change of price in one article rather than 
another it is not on account of the importance of that article to the consumer 
or the shopkeeper, but on account of its importance to the calculators of prob- 
abilities as affording an observation which is peculiarly likely to be correct.” 
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Ordinarily the required index-number is intermediate between 
the two extreme types which we have indicated. For even where 
the form is primd facie a weighted sum-—an aggregate of products 
each formed by multiplying a price by a quantity—still in our 
ignorance of the true factors the compound may assume the 
character of a true index-number.' Accordingly, a distribution 
of weight different from that which Professor Mitchell appears 
to prescribe would be ideally advisable. But where both the end 
to which our problem is directed and the means conducing thereto 
are so obscure and uncertain, we may acquiesce in our author’s 
comment: ‘Perhaps it is a counsel of perfection to urge such 
requirements in systems of weighting.”’ 

It remains to consider the questions raised under the head 
“Averages and Aggregates.’’ To some extent the answer to the 
questions under this and the preceding head will have been 
anticipated by the earlier discussion. For some decisions as to 
the scope and purpose of the index-number involve the choice of 
the method. Thus, if the purpose is that of Professor Irving 
Fisher, it follows at once that the proper combination of the data 
is the sum of the values (quantity x price) of the different com- 
modities, each value weighted by the “turnover’’ of the com- 
modity. The form of the index-number which purports to 
measure change in the cost of living is likewise predetermined. 
Ideally, at least, the form of a weighted sum is prescribed, though 
in practice it might be necessary to substitute some other.? The 
choice of average is wider in the case of other objects, of which 
some have been above mentioned.* 

Professor Mitchell compares very fairly and fully the several 
available averages. Three stand out as selected candidates: the 
geometric mean, the median, and the arithmetic mean. With 
regard to the geometric mean, Professor Mitchell points out—in 
addition to other considerations in favour of this form—that it is 
dictated upon a certain conception of the purpose in view. “If 
that purpose be to measure the average ratio of change in prices, 
the geometric mean is the best; indeed, in strictness, it is the 
only proper average to employ.’ But, continues our author, 
‘‘as a rule our interest does centre in the money cost of goods 
rather than in the average ratio of changes in price.”’ 


1 On this and other points connected with this discussion it may be allowable 
to refer to the present writer’s Lecture on Currency and Finance in Time of War 
(Clarendon Press), 1917. 

2 Above, par. 1. 3 Above, p. 178 et seq. 

* Jevons probably meant something like this by his somewhat obscure dicta 
as to the grounds for preferring the geometric mean. Jnvestigations, pp. 23, 121. 
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If the geometric mean is ruled out, it remains to weigh the 
rival claims of the median and the arithmetic mean. Professor 
Mitchell strikes the balance more impartially than the majority 
of practical statisticians. Still, we think that even he has not 
done full justice to the median. Its defects in respect of con- 
venience and accuracy appear slightly exaggerated in his 
presentation. 

An objection of the first kind is thus stated: ‘“ Medians of 
different groups cannot be combined, averaged, or otherwise 
manipulated with ease as can arithmetic means.’’ For instance, 
the Bureau of Labour Statistics, after obtaining the sums of 
relative prices for farm products, clothing, etc., can obtain by 
simply summing up these sums the grand average for all com- 
modities. But “it could not handle medians in this convenient 
fashion ; instead of combining the sums from the groups, it would 
have to combine the single commodities.’’ This objection is true 
and serious. But it is not in practice quite so serious as it seems 
in statement. In order to obtain the median of a composite group, 
one compounded of two groups for each of which the median has 
been found, it is not in general necessary to “combine the single 
commodities ’’ in the sense of re-examining them all. It suffices 
to re-examine and rearrange those which are in the neighbour- 
hood of the respective centres. 

For example, here are two groups each consisting of twenty- 
seven observations ranged in the order of magnitude, which obser- 
vations have each been obtained by adding together ten digits taken 
at random from mathematical tables.’ 


(27 20 31 32 38 34 36 37 40 41 42 46 47 48 44 50 SL 52 ot) 64 
A. - 30 41 42 46 52 
\ 30 
= 1 32 84 36 38 3Y 4) 43 44 45 46 49 59 52 53 56 57 «59 «62 
38 45 46 
B. 38 45 


38 


The median, being the fourteenth observation in the order of 
magnitude, is, for Group A, 42, and for Group B, 44. To find the 
median for the group compounded of these two we need not re- 
examine all the observations. For it is evident that the median 
of the compound cannot be greater than the larger of the two 
medians, viz., 44; nor less than the smaller, viz., 42. Accord- 


1 These figures are adduced with some comments relative te the present subject 
in the British Association Memorandum for 1889, p. 59. In the third group 
there given one of the sums, above 50, has been omitted by a misprint 
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ingly, we may thus summarily, for the purpose in hand, re-write 


the data. 
XIII 42 XII 
A{ 42 


B XII 43 XIV 


Here the Roman numerals denote the number of observations 
which occur respectively above or below those given in Arabic 
figures. As the median of the composite group comprising fifty- 
four observations is intermediate between the twenty-seventh 
and twenty-eighth observations, it is evident at a glance that the 
required median is intermediate between 43 and 42, say 42°5. 
The process is easily extended to three or more groups. 

However, we do not deny that the arithmetic mean has a con- 
siderable advantage over the median in virtue of the proposition, 
true of the former but not of the latter, that the mean of two 
(or more) means is the mean of the group formed by the con- 
stituents of both (or all) the several means. 

Our difference with Professor Mitchell on another ground is 
more serious. He finds a difficulty in the use of the median in 
two opposite cases : when the given observations are either closely 
crowded, or widely dispersed about the centre of the group. As 
to the first case, it is said that the median may not answer pre- 
cisely to its definition when several of the items to be averaged 
have identical values. For example, in Table II. [tabulating 
deviations presented by “chain’’ index-numbers] it often hap- 
pens that the median falls on a large group of precisely identical 
figures, so that it ceases to be true that half of the cases are 
above and half below the median. Upon this it may be sufficient 
to say for the present’ that the case in which there is an ab- 
normal agglomeration about the centre is primd facie one par- 
ticularly favourable for the use of the median ; since its probable 
error is less the greater ceteris paribus the height of the frequency 
curve at the middle.” 

The opposite case of observations widely dispersed in the 
neighbourhood of the centre would be open to objection if the 
cause of the phenomenon were a depression in the form of the 
grouping, if the shape of the frequency curve about the centre 
resemble a valley between two eminences.* In that case, for 
the reason just now given, the probable error incident to the 


1 Cp. below, p. 195. 

2 More exactly, inversely proportional to the square root of the ordinate at 
the point on the abscissa where the median occurs. (Cp. Encyclopedia Britannica 
Art. Probability. Sect. 138, 139. 

3 The supposition rejected as not appropriate to the data; above, p. 182. 
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median would be particularly large. But this is clearly not the 
case contemplated by Professor Mitchell. He attributes the 
objectionable dispersion merely to the paucity of the observations. 
We shall therefore do no injustice to his argument if we suppose 
the grouping to be of an ordinary kind, in particular the normal 
law. , 

Upon this assumption it is at once to be admitted that the 
median is less accurate than the arithmetic mean, in so far as its 
probable error is a little greater, namely, in the ratio of about 
14 to 1. That is all that we admit on the score of inaccuracy 
against the median. But we are by no means certain that we 
have apprehended Professor Mitchell’s objections. Without being 
quite sure that we have located our author’s position, we shall 
aim at three tolerably distinct points. (a) When there is a con- 
siderable interval between the position of the observation, which 
forms the median and each of its nearest neighbours, then through- 
out a wide tract the position of the mean depends upon the 
accidents affecting a single observation. (b) The position assigned 
by the median is not perfectly definite. (c) The median is less 
responsive than the arithmetic mean to changes in the items. 

The first objection (@) is to be gathered from the following 
statements. “Where the number of items to be averaged is 
small, medians are erratic in their behaviour. . . . For in such 
groups there is often a considerable interval between the mid- 
most relative price and the relative price standing next above it 
and next below. No change in any of the items, large or small, 
can alter the position of the median unless it shifts an item from 
the upper half of the list to the lower half or vice versd. But 
any change of this character, large or small, will make the 
median jump over the whole interval between its former position 
and that of the next highest or next lowest relative price, unless 
the change happens to place a new item within these limits” 
(85). Compare the dictum in the author’s Gold Prices . . . and 
Green-back Standard. “The median... is rather erratic 
within limits of several points because its precise position is often 
dependent on the relative price of a single commodity which 
stands in the middle of the scale of relative prices.” 1 So again 
it is said: ‘“‘When the numbers of commodities in the index- 
number is small, medians are likely to prove highly erratic, repre- 
senting less the general trend of prices than the peculiarity of 
the data from which they are made” (90). 


1 Op cit., p. 58. Quoted with comment in the review of the work in the 
Economic Journat for 1898, Vol, XVIII., p. 581. 
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This objection is met by denying that the interval between 
two adjacent observations at the middle of the group is likely 
to be “‘considerable’’; large relatively to the magnitude with 
which it is proper to compare that interval—that is, the minimum 
mensurdadbile, as we may say—that interval which is equal to (or 
of the same order as) the smallest degree which the compared 
method of measurement is capable of distinguishing with accuracy. 
For this minimum we may take at the least the “ probable error’”’ 
incident to the arithmetic mean. That the interval between 
adjacent observations is likely to be small compared with this 
minimum is sufficiently evidenced by the following proposition. 
When the number of observations (n) is large the interval at 
the middle of the group, which is as likely as not vacant, within 
which it is an even chance that no observation falls, ig most 
probably very small compared with the probable range of the 
arithmetic mean (in the ratio of about 1 : \/n). When the number 
of observations is not large the proposition is less accurate. But 
it remains roughly true, as the number cannot be supposed 
very small consistent with the applicability of the theory of prob- 
abilities. Suppose, for instance, that the number of observa- 
tions is twenty-five, the number of a group which, according to 
Professor Mitchell, “illustrates the erratic character of the 
median.’’ Then the space at the centre, which is as likely as 
not to be vacant, is about a quarter of the probable range to which 
the arithmetic mean is liable. 

As a concrete example, let us take the groups above cited, 
formed by the addition of ten random digits. Here is reproduced 
the central region of Group A :— 


m M 
Me sates ie os Be Rh ee ee 
' | 1 | ! 
A 40 41 42 43 46 47 48 
41 42 46 


The figures below the line represent observations which have 
occurred. The letter M above the line is meant to show the 
position of the arithmetic mean, being 43°6. The median, de- 
signated by the letter m, is coincident with one of the observa- 
tions, 42. There is here, no doubt, a vacant tract between 43 
and 46. But it is not considerable, regard being had to the 
roughness of the computation. For the probable error to which 
the arithmetic mean is liable is nearly 1°2;1 that of the median 


1 = 0:4769x / (nearly) 
37 
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is about 15. Had the median occurred anywhere between 43 
a= Py x 1-2 (nearly) 


and 46 there would have been no reason for suspicion. 





M m 
1 1 ! 1 ! I I pit 
| | ! | | i} ] ! | 
B. 39 41 43 44 45 46 
45 46 
45 


Group B also does not countenance suspicion of the median. 
In its central tract here exhibited the largest gap is only 2; and 
the median, 44, as it happens, gives a better approximation than 
the arithmetic mean, 41°8, to the true value, which is 45. 

If the object had been to ascertain whether there was any 
difference in the constitution of Groups A and B—whether B, 
for instance, had been constructed by the superposition of more 
or fewer digits than ten (the given number for A)—the median 
would give nearly as good an answer to this question as the 
arithmetic mean. The only difference is the one already acknow- 
ledged that the probable error of the median is a little larger. 
That difference would disappear if the number of observations 
(in pari materia) on which the median was based had been some- 
what increased. The median of forty such observations would 
have afforded as good a test as the arithmetic mean of twenty- 
seven. 

To give an example more germane to the present discussion, 
we have taken out, for the year 1890,! the relative prices which 
enter into the groups, numbering twenty-five each, of which 
Professor Mitchell has instanced in connection with his remarks 
on the median. Here is exhibited the central portion of the first 
group or series. The arithmetic mean is at 115; the median 
at 115°5 :— 

I ! | i | L 
118119 | 121 
119°3 





Mm 
1 
| 


' 
115-5 


There is a vacant gap of 3 in the immediate neighbourhood of 
the median and of 4 not far from it. But what of that, seeing 
that the probable error of the arithmetic mean is about 3, and 
that of the median itse]f greater. 


i =. | | it ! eS ! | ] | i 
1 


6 me 1 i | i i I I Se Ser i Se 
107-8 111-7 115°5 117-5 118-8 119 





1 From Table II. of the Bureau of Labour Statistics, 1914 ; whole number 149. 
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The central tract of the second series likewise does not bear 
witness against the median. The arithmetic mean is at 118; 
the median is at 115°5; the probable error about the same as for 
the first series. 

(b) There seems to be expressed a fresh objection in the 
statement that it “is not always true of medians’’ that “their 
meaning is perfectly definite ’’ (91). The meaning of the objec- 
tion does, not seem to us perfectly definite. Possibly it belongs 
to the class of difficulties apprehended in the case of numerous 
observations. Perhaps it is the same as the objection which 
we have already mentioned under that head. Perhaps it is the 
same as an objection which has been levelled by other statisticians 
against the median, viz., that it does not in general present a value 
so finely graduated as does the arithmetic mean. Consider, for 
example, the “race ’’ above imagined, run by tossing coins—say 
a dozen every five minutes—and taking a step—say a quarter of an 
inch—forward or backward, according as each coin turns up head 
or tail.! If a number of players each proceed thus—starting from a 
starting-point labelled 100 (25 inches from zero)—at the end 
of the period the group will be distributed discontinuously at 
integral points. Now the arithmetic mean is not limited to in- 
tegers, it may occur anywhere between two adjacent integers. 
But primd facte the median is so limited, or, rather, it seems to 
be limited either to an integer if the number of constituents be 
odd, or to an integer+} if the number of constituents is even. 
The objection is not particularly applicable to the data with which 
our author is dealing, relative prices graduated to a tenth of 1 per 
cent. In any case, the objection is not very serious, since by a 
proper adjustment of the data a fractional value can be obtained 
for the median.? 

(c) There remains to be considered the objection that “‘arith- 
metic means are more representative averages than medians being 
affected by any change in the items of the group” (85) . . . “un- 
like medians, they [“‘aggregates’’] allow every change in the 
price of every article to influence the result’’ (71). In making 
this objection, the author seems to have in view two groups in 
pari materid such that in passing from one to the other we find 
no change in the median, while there are changes among the 
other observations other than those determining the median, 


1 Above, p. 183. 

2 See the present writer’s articles On the Use of Analytical Geometry to repre- 
sent . . . Statistics, and On the Mathematical Representation of Statistics. 
Journal of the Royal Statistical Society, Vol. LXXVII., p. 732, LXXIX, p. 471, 
et passim. 
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which changes affect the more sensitive arithmetic mean. Upon 
this it may be remarked that if there is this difference in the 
behaviour of the two averages, it is not to the credit of the 
arithmetic mean. The slight advantage which we have already 
allowed to the arithmetic mean would not be enhanced by this 
circumstance. Supposing that slight advantage corrected by 
basing the median on a greater number of observations, then the 
sensitiveness attributed to the arithmetic mean would be rather a 
defect than an advantage.! 

But does the difference exist? Does the median, oftener than 
the arithmetic mean, does it even often, remain unchanged from 
one group to another? This may be doubted, if the data are 
finely graduated, or if graduation of the median by adjustment 
is practised.” The median seems, indeed, but only seems, to be 
irresponsive in certain circumstances—of perhaps frequent occur- 
rence in the statistics of prices—which we shall indicate by con- 
tinuing the parable of the indoor race.* Suppose that in the first 
five minutes several of the numerous players—late or dilatory— 
do not make a start, and that their positions at the end of the 
period are registered as being at the starting-point. Accordingly, 
at the end of a short period a good number of observations would 
be heaped up at the starting-point; the median would appear 
unmoved. But, of course, the position of those players who 
have not moved—whose position is not the result of steps deter- 
mined by tossing coins—cannot be used to ascertain the asym- 
metry of the coins. For that purpose it would be proper to omit 
those dead-head observations, or to prolong the game until the 
slow players should come in. But for other purposes, of perhaps 
greater interest to the players, as relevant to the betting, it might 
be proper to take account of those nullities. 

Here, probably, is to be found the reason of the difference 
between Professor Mitchell and ourselves as to the worth of the 
median. We have been all along seeking to extricate from fallible 
observations a mean apt to represent the “general trend of 
’ (9). That is the sort of index-number to which we 





prices ’ 


1 The arithmetic mean in this respect might be compared with the method of 
examination by summing arithmetic marks practised at some public competitions 
as contrasted with examinations at one at least of our Universities where general 
unanalysable impressions have a due weight. The former method, no doubt, more 
frequently brings out the candidates as unequal, but the distinction does not 
correspond to a real difference. 

2 Above, p. 195, note 2. 

8 Above, p. 182. Note that the spike-shaped “mode” there noticed is formed 
by prices which have not moved at all in the period under consideration; to be 
distinguished from those which have moved less than one mill. 
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submit that the median may be appropriate. But Professor 
Mitchell in this criticism of this average has presumably often 
in view some of the more directly practical purposes which have 
been distinguished, such as par excellence the determination of 
changes in the cost of living. For these purposes we at once 
admit that the median is not so appropriate as the combination 
of the kind which Professor Mitchell calls an “aggregate.” ! We 
entirely agree with him that ‘the best form for general purpose 
series is a weighted aggregate of actual prices.”’ 
F. Y. EDGEWoRTH 

1 The term ‘‘aggregate’’ is felicitous as suggesting approach to that type 
which, as above explained (p. 188), is furthest removed from an index-number, 
the term least connected with the Calculus of Probabilities ; infelicitous so far as 
it masks the affinity, not to say identity, between the proposed construction and 
the weighted arithmetic means used by Giffen, Palgrave, and the older statisti- 
cians (as to whom see British Association Memoranda, 1887, p. 264, and 1889, 
p. 139 et seq.). The words of Sidgwick there quoted : ‘‘Summing up the amounts 


of money paid for the things consumed at the old and the new prices respectively 
...” (Pol, Eeon., Bk. 1., ch. IJ., Sect. 3), are appropriate to aggregates. 











REVIEWS 


Rural Reconstruction in Ireland: A Record of Co-operative 
Organisation. By Lionet SmitH-Gorpon, M.A. (Oxon.), 
Librarian Co-operative Reference Library, Assistant Secre- 
tary Irish Agricultural Organisation Society ; and LAWRENCE 
C. Stapues, A.M., sometime Parker Travelling Fellow, Har- 
vard University; with Preface by GrEorGE W. RUSSELL 
(““A.E.”) (London: P. 8. King. 1917. Pp. 279.) 


Mr. SmitH-GoRDON and his coadjutor address a great variety 
of readers. The gospel of co-operation is preached not only to 
Irish farmers; the labourers also may hope for benefit from co- 
operative stores. The landlords, too—or, rather, those who 
formerly enjoyed that position—are reminded that now that they 
have descended from that invidious position they are freer to take 
a leading part in the life of the country. Sir Horace Plunkett’s 
remarkable pamphlet, Noblesse Oblige, is appositely cited : “‘ New 
duties—or, I would rather call them, opportunities—are emerging 
from the present social revolution, which far exceed in interesi 
and importance those appertaining to the former relation of land- 
lord and tenant.” Co-operation being non-political, it is particu- 
larly open to the resident gentry to take a lead in this movement. 
Again, Irish politicians are warned against an exaggerated belief 
in political remedies—an exaggeration typified by the 
anecdote of the peasant who ceased planting potatoes on 
hearing that a Home Rule Bill had become law. Nor 
is it only the Irish reader to whom this widely interesting work 
appeals. Co-operators everywhere will be confirmed in their faith 
by the records and reflections here presented. Economists whose 
belief in the peculiar efficacy of co-operation may have been shaken 
by sceptical arguments—such as those examined in a former 
number of the Economic JOURNAL (1898) by Professor Gide—will 
here obtain additional experience to set against abstract analysis. 
The lessons of experience are, indeed, more convincing because 
they are interpreted by general reasoning. Our authors would 
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subscribe to Professor Pigou’s explanation : “‘ The form of Pur- 
chasers’ Association may, in fact, utilise the altruistic motives 
alongside of the egoistic as a spur to industrial efficiency.’ 
With Professor Gide they would recognise that man is not wholly 
egoistic. Yet they by no means underrate the force of egoistic 
motives, the need of self-help. They justly claim for the move- 
ment directed by the Irish Agricultural Organisation Society that 
it encourages voluntary effort and self-reliance. They wisely 
observe that the ultimate criterion of Irish land legislation is to 
be looked for in its effect on character. Co-operation forms a 
needed complement to legislation which might have resulted in 
a relaxation of effort. 

In the opening sentence of the Preface contributed by “ A. E.” 
it is truly said: “ This volume contains the most complete and 
accurate history of a movement which has come to be of the 
highest importance to Ireland.” The early history of the move- 
ment had, indeed, been traced by other able hands ; notably in the 
Economic JOURNAL by Professor Finlay (1896) and by Sir Horace 
Plunkett (1897). But in view of subsequent developments our 
authors’ record of co-operative organisation is more complete. The 
origin and root-idea of the system having been exhibited, the 
various growth of the widely ramifying branches is next traced. 
Of these the most flourishing—the earliest and the most successful 
of those cultivated by Sir Horace Plunkett—consists of the 
creameries. Irish butter, which in the earlier ’eighties.could be 
described as principally used for adulterating margarine, now 
rivals the products of Denmark. The turnover of the creameries 
in 1915 was almost £3} million. But in spite of their immense 
success the creameries have not entirely escaped the danger to 
which the “ inveterate propensity to truck” exposes all forms 
of combination. ‘“‘ The creameries,” we read, “ are scarcely more 
free from competition in sale than they were at the beginning of 
the movement, for the unfortunate reason that they have not yet 
been convinced of the necessity of not competing with each other.” 
The unreformed system of marketing still admits of every 
creamery competing with the rest in “ cutting ” prices. A peculiar 
disability under which the creameries labour is due to the falling 
off of the milk supply in winter consequent on the prevalence of 
grass farms. The remedy is the introduction of tillage suited to 
small dairy farms; a remedy which will perhaps be hastened 
by the war. The creameries sometimes combine with the work 
of dairying a function which belongs specifically to the agricultural 
societies—the collective purchase of agricultural requisites at a 
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reasonable rate, with a guarantee of quality. The agricultural 
societies also suffer from the discontinuity of their activity. ‘“ The 
members of the society take little interest in its existence except 
at the particular season of the year when the requirements are 
bought.’’ The remedy, which consists in increasing the range 
of articles which the society buys for its members, is hampered by 
the condition attached to the grant from the Development Com- 
missioners, that societies for other than agricultural purposes 
should not be promoted or admitted to recognition. The difficulty 
thus caused has been partly turned by the Irish Agricultural 
Wholesale Society. Breaking through hostile rings of manufac- 
turers, this society can boast that it has secured for the farmer 
a reduction of 50 per cent. in the price of guaranteed manures. 

We cannot hope within our limited space to render intelligible 
to our readers the workings of the various societies, which the 
authors describe minutely yet clearly. Passing over the societies 
described as ‘“‘ miscellaneous,” and the home industries, we shall 
advert only to the credit societies. These, in point of magnitude 
and potential importance, deserve a foremost place ; but in respect 
of actual success they rank low. Some improvement, indeed, under 
the auspices of the I.A.0.8. was made upon the old Loan Fund 
system which was inaugurated by Dean Swift, and on the more 
modern “ trust auction.” The latter method of borrowing con- 
sists in discounting a bill based on a fictitious sale. For example, 
“a farmer raised £10 on a cow by thus selling her to his son at an 
auction. Next day the same cow was sold by the son and bought 
by the father, so that £20 was raised on the one animal in two 
days.’’ But the fair prospects of the credit societies have not 
matured ; partly, according to our authors, owing to the adverse 
action pursued by the Department of Agriculture and Technical 
Instruction ever since 1907, when Sir Horace Plunkett was suc- 
ceeded by another President. ‘The Department is represented 
by our authors as continually thwarting the beneficent endeavours 
of the 1.A.0.S. The traders influence the politicians; the poli- 
ticians influence the Department; and the Department uses its 
influence to prejudice the cause of Co-operation. To that influence 
the authors ascribe in part the unsatisfactory financial condition 
of the I.A.0.S., which is far from being, as it ought to be, self- 
supporting. 

Notwithstanding some gloomy signs, the authors take a cheer- 
ful view of the future. At least, their predictions are of a kind 
sometimes employed by the Hebrew seers when they prophesied 
blessings conditional on good conduct. If the creameries arrange 
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their marketing properly, if the agricultural societies secure con- 
tinuous activity, if the farmers support the I.A.O.S. financially 
and take an interest in the local societies, if co-operative stores 
for the benefit of the labourers are created, then indeed will be 
realised all the blessings which are expressed in the co-operative 
motto: “ Better farmitig, better business, better life.” One 
great improvement in Irish life will be the mitigation of sectarian 
and political animosity, a result already becoming visible. ‘‘ On 
the Committee of the I.A.O.S. and of the individual societies 
Catholics and Protestants sit in friendly discussion. Sinn Feiners 
and Constitutionalists, Unionists and Home Rulers forget for the 
moment their embittered differences.” At least, “ the dividing 
facts of life are being relegated to their true position by the realisa- 
tion of community of interest in the economic sphere.”’ 

For a fuller description of the better life, the reconstructed 
Irish civilisation, which is to spring from the principle of co-opera- 
tion, we turn to the glowing pages of “A. EK.” His sublime concep- 
tion of national well-being is free from the taint of aggressive 
militarism. Independently originating an idea which had also 
occurred to William James, our author proposes to substitute for 
universal military service a sort of industrial conscription. ‘ Sup- 
pose Ireland had through industrial conscription about fifty thou- 
sand young men every year at its disposal under a National Works 
Department.’’ The benefits of discipline and obedience attributed 
to military service would be secured by labour conscription. The 
cost of beneficial public works would be reduced greatly. ‘‘ National 
schools, picture galleries, public halls, libraries, and a thousand 
enterprises which now hang fire because at present labour for 
public service is the most expensive labour, all could be under- 
taken.”’ 

The new Irish civilisation is to be based on rural rather than 
urban industry. ‘‘ The creation of a rural civilisation is the 
greatest need of our time.’’ The picture of the future rural com- 
munity is quite idyllic. “ There will be, of course, a village hall 
with a library and gymnasium where the boys and girls will be 
made straight, athletic, and graceful. In the evenings, when the 
work of the day is done, if we went into the village hall we would 
find a dance going on, or perhaps a concert.’’ Meanwhile, the 
Council of the Community might be discussing how best to lay 
out their abundant profits. “‘ One might like to endow the village 
school with a chemical laboratory, another might want to decorate 
the village hall with reproductions of famous pictures, another 


might suggest removing all the hedges and planting the roadsides 
p 2 
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and lanes with gooseberry bushes, currant bushes, and fruit 
trees.”’ 

A new “Sweet Auburn” seems to be realised. We are, 
indeed, in the presence of a poet, one of those by whom 
“the world is wrought Into sympathy ’’ with new motives and 
ideals. The mere economist must recognise a creative force which 
transcends logical analysis. He will recall the feeling of Mill 
towards Carlyle. “I felt,” says Mill, “ that he was a poet and 
that I was not ; that he was a man of intuition, which I was not.”’ 
But Mill, while deeply influenced by Carlyle, did not surrender 
his own sturdy belief in the virtue of competition. We may 
follow the inspired author of The National Being with simi- 
lar reservations. We need not accept the verbal inspiration 
of passages which seem to deprecate economic competition. ‘‘ Our 
feebleness arises from economic individualism.’’ ‘*‘ What really 
prevents an organic unity in Ireland is the economic individualism 
of our lives.’’ ‘‘ People compete against each other and under- 
sell each other . . . stultify each other’s efforts and reduce each 
other to wretchedness.’’ We are not prepared to affirm with our 
author that ‘‘ there never can be any progress in rural districts 
or any real prosperity without such farmers’ organisations or 
guilds.’’ Similar sweeping predictions have been made by high 
authorities as to co-operative industry. But these prophecies have 
failed, largely because they could be fulfilled in the spirit without 
being fulfilled in the letter. As Mr. L. L. Price has pointed 
out in his writings about Co-operation, its best parts can 
‘be grafted on to the wage system without tearing up that 
system by the roots. The spirit and essence of the co-operative 
ideals so beautifully imaged by the poet-economist. will in the 
coming civilisation, we trust, be realised. But as to the form of 
the future economy, the words of another poet, reflecting on his 
own youthful prophecies, seem appropriate : the earth will be 

“Something other than the wildest modern guess of you and 
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me. 
F. Y. EpGrewortH 


The Town Labourer, 1760-1832. By J. L. Hammonp and 
BaRBARA HamMMoNnD. (London: Longmans, Green & Co. 
1917. Pp. xi., 346.) 


This is the first volume of the sequel to Mr. and Mrs. Ham- 
mond’s Village Labourer, which appeared in 1911. As its sub- 
title, ‘‘ The New Civilisation,’’ indicates, it is general in char- 
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acter and not exclusively economic. Much of the best work in it 
is not economic at all. The treatment, for the most part, is that 
of the essayist, as the titles of the earlier chapters suggest—‘‘ The 
New Power,’ ‘‘The New Discipline of the Factory,’’ ‘‘ The 
New Town,” ‘‘Justice,’’ ‘‘Order,’’ ‘“The Economic Conditions.’’ 
Fresh historical material, those contributions from the Home 
Office papers which were so valuable a feature of The Village 
Labourer, first comes in chs. 4 and 5, ‘‘ Justice’’ and ‘‘ Order.”’ 
There is no mistaking the authors’ sympathies, but the balances 
are on the whole fairly held. 

The chapter on ‘‘ The Economic Conditions ’’ is very slight 
indeed—there are only sixteen pages—though accurate enough 
so far as it goes. One might perhaps question the statement 
that when £100 of paper were only worth £86 10s. in gold there 
was, ‘‘ of course, an immense inflation of prices’’ (p. 106 : italics 
the reviewer’s). Economists must not expect to find close study 
of the course of prices, of wages, or of population. The standard 
of treatment for such topics is illustrated by the statement: ‘‘ It 
is well known that population increases with a decline in the 
standard of life’’ (p. 14). The point is not argued and is cer- 
tainly arguable. Nor is there any critical discussion of the old 
system of legislative restriction of industry, whose decay prepared 
the way for the New Civilisation. Mr. and Mrs. Hammond call 
it a ‘‘ web of prudence ’’ (p. 197); but do not tell us how far the 
web was intact and whether its results were good, say, in 1760- 
90. (There is, by the way, very little in the book at all about 
those thirty years. They might almost have been omitted from 
the title page.) Perhaps, however, the discussion of the ‘‘ web 
of prudence ’”’ is reserved for Vol. 2, which ‘‘ will give in detail 
the history of the workpeople in various industries ’’ (p. viii.). 

After the chapter on economic conditions comes one which 
contains the best account yet published of the actual passing of 
the Combination Laws. It is called, The War on Trade Unions. 
Then two chapters on the employment of children. The sections 
on mills and mines are familiar, down to that classical manu- 
facturer who took one idiot with every twenty sound parish 
apprentices. He is introduced with an “ in one case at least” 
(p. 145), which suggests other cases; but these, if they existed, 
are not inquired into. Less familiar are the unpleasant truths 
in the section on chimney sweeps, though some of them could 
be found in Kingsley’s Water Babies. There is no discussion as 
to how far the condition of the mines was an actual product of 
‘‘The New Civilisation ’’ and how far an inheritance from the 
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old. Such a discussion would have been useful. There is also 
room for discussion as to whether mill-hands, colliers and climb- 
ing boys are really the representative town labourers of the age. 

The two following essays are ‘‘ The Mind of the Rich’”’ and 
‘“The Conscience of the Rich.’’ ‘‘The Rich’’ do not get off 
easily, but the indictment seems substantially correct. It is that 
the average well-to-do person was a fatalist about the miseries of 
the poor; that he regarded employers en bloc as benefactors (“‘a 
person who, like Mr. Jackson, has employed from 100 to 130 
hands, common gratitude would teach us to look upon as a bene- 
factor to the community ’’ as someone wrote to the Home Office : 
p. 209, n.); and that, generally speaking, he taught a religion of 
mere resignation as a buttress to the existing order. In this 
connection Mr. and Mrs. Hammond have many hard things to say 
of Wilberforce, but the summing up on him (pp. 244-5) is just. 

An excellent chapter called The Defences of the Poor draws 
considerably on Home Office papers to illuminate the early history 
of trade unions. Perhaps the most important new documents 
relate to inter-union action, from places so far apart as Portsmouth 
and York in 1802 (p. 264) ; but there are other scraps of intercepted 
correspondence, and fragments of leaflets and posters of consider- 
able value. Next, Methodism, the typical poor man’s religion, 
comes up for judgment. Mr. and Mrs. Hammond regret that so 
many pennies which might have been spent on the class war went 
to the class meeting (p. 285), but conclude their very superior dis- 
cussion of “this religion ’’ with the magnanimous admission that 
it ‘‘ must, in spite of itself, have made many men better citizens, 
and some even better rebels ’’ (p. 287). In a theological or ethical 
journal it would be interesting to debate the “in spite of itself ’’ 
as applied to citizens. It is, of course, true that Methodism did 
not set out to make rebels. 

There are more chapters, but there has already been too much 
analysis. The main characteristics of the volume must be set 
out in conclusion. It is published now with a purpose—to make 
men believe that they can and must control economic forces in the 
new age, instead of explaining them “with complacent pessimism ” 
(p. vil.). The authors seem to assume that such control was a 
century ago (or, for that matter, is to-day) a relatively easy thing, 
given good will. “The mistakes and troubles of an age are due to 
a false spirit, an unhappy fashion in thought or emotion, a ten- 
dency in the human mind to be overwhelmed by the phenomena of 
the time... . Men come to think that it is their,business to explain, 
rather than to control, the forces of the hour.’’ Maybe. But we 
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are not given an analysis of the bigger and blinder forces at work 
a century ago profound enough or critical enough to warrant a 
decision. There is plenty of good will, except, perhaps, for 
Methodists. As a rule even classes whom the authors mean to 
condemn are heard before execution. The facts as set out are, in 
the main, beyond dispute. Some criticisms of selection and stress 
that one is tempted to make must be deferred for lack of the 
second volume. But at the end of this volume one is not much 
nearer than before to any precise answer for that puzzling ques- 
tion :—just how far was it really within the power of the men of 
the Industrial Revolution to control the forces of the hour? Given, 
that is, their knowledge, not ours, their, not our, possibilities of 
administrative efficiency, their preoccupation with a twenty-two 
years’ war, their inherited pieties and prejudices in place of the 
“swallowing of formulas ’’ on which some of us pride ourselves. 

J. H. CuapHaM 


Industry and Finance: War Ezxpedients and Reconstruction. 
Edited by A. W. Kirxatpy. (London: Sir Isaac Pitman 
and Sons, 1918. Pp. viili+371. Price 4s. 6d.). 


IN many directions the war has rudely changed familiar 
routine ; and among such disturbance of long tradition a breech 
in the series of annual gatherings of the members of the British 
Association must now be included. The volume before us affords 
welcome proof that the abandonment of the meeting last year 
has brought no intermission of the activity of the Economic 
Science and Statistics Section. Professor Kirkaldy can be cordi- 
ally congratulated on the results collected here under his editor- 
ship, and published by the authority of the council of the 
Association, of the inquiries arranged by Section F during 1916 
and 1917. The present book, it should be remembered, is the 
third of what may now be called a trilogy, and preserves the 
quality of its predecessors. In the main it is a continuation and 
development of investigations begun in former years into the two 
important subjects of the replacement in industry of men by 
women and of the effects of the war on credit, currency, and 
finance. On the first matter opportunity is given for gauging the 
extent and appreciating the nature of what has in fact occurred 
and for adjusting or modifying loose impressions that have been 
formed. On the other topic we know of no publication, whether 
official or private, where necessary information on what must 
remain a significant or unique chapter in the economic history of 
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this country has been more fully, fairly, and lucidly pre- 
sented. A valuable repertory of precise detail is permanently 
stored; and in our judgment the service conferred thereby on 
future students has been enhanced by a more sparing use of 
critical commentary than that employed last year. 

The bulk of the volume is thus filled; but an introductory 
chapter from Sir Hugh Bell, styled a “survey ’’ and a “warning,”’ 
an account of “women workers in agriculture ’’ by Miss Thomas, 
a review of “suggested lines of development for workshop com- 
mittees’’ by Mr. Renouf, and appendices, in which Mr. Gibson 
deals with monetary inflation and with the directions that future 
forms of borrowing might take, and Mr. Allen discourses on 
taxes versus loans and on railway fares, complete this weighty 
timely contribution of the economists and statisticians of the 
British Association to the scrutiny of the tremendous problems 
raised by the world-wide war, and by the “reconstruction ’’ linked 
in many quarters, both interested and detached, with the victor- 
ious peace for the quick arrival of which all of us are longing. 
The editor, in a final note on transportation, offers appropriate 
remarks on the new sub-section added by the Council to Section 
F ; and he writes thereon with the knowledge and authority of a 
recognised expert. 

It would be impossible, within the limits of this review, to 
engage, tempting as the essay might be, in exhaustive discussion 
of the rich material we have indicated. The “ President’s 
Address,’’ as it may be called, is the characteristic utterance of 
a shrewd business man. He accounts for the comparative ease 
with which the enormous cost of the war has hitherto been met in 
this country by pertinent considerations. In any case under ordi- 
nary conditions the annual income of the nation is in a large 
measure annually consumed. Repairs and renewals, usually 
undertaken, being in many instances not immediately imperative, 
have been postponed ; and increased energy, “at any rate among 
women,’’ has developed. As we should expect from a “‘convinced ”’ 
free trader, he deprecates the practice of a different fiscal policy 
when the war is over, but, consistently with this attitude, he is 
generally distrustful of State intervention. He hopes that the 
burden of the debt can be borne, and that the payment of good 
wages will be maintained, by additional productivity, without the 
removal of the margin of profit, already narrowly reduced, or the 
trial of the specious substitute of a levy on capital for taxation, 
the weight of which, however assessed, must in reality fall upon 
income. Sir Hugh Bell, in fine, and his discourse is not the less 
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apt and forcible for that reason, says very much what we might 
have anticipated. Nor are we surprised to find Mr. Allen pressing 
here, as elsewhere, for drastic taxation in place of enlarged borrow- 
ing. There is, we think, force in his criticism that the practice 
hitherto followed in the respective use of these alternative methods 
of finance has not been based on any logical distinction of the 
separate purposes to which the money raised thereby is applied. 
Mr. Gibson in a similar spirit and with like reason complains of 
the “lack of a comprehensive scheme of continuous borrowing ’ 
“framed to minimise the labour of collection and of conversion 
in the future and based on principles of equity.’’ ‘‘ Our war 
finance,’ he declares, “has hitherto been more fitted to the period 
of the Napoleonic wars than to modern conditions of banking and 
credit.’’ 

He argues instructively that the “rate of interest is having less 
and less effect in attracting internal loans,’ and that their ‘‘ char- 
acter,’’ the “‘methods of collection ’’ and the ‘‘ degree of advertise- 
ment ’’ have become the “dominant factors.’’ He contemplates, 
indeed, the possibility of “some form of equitable compulsory 
subscription,’’ but he advances a scheme for financing the war 
for the remainder of its duration through voluntary lending month 
by month of a definite proportion of the balances of the deposits 
in the banks, using as a ready medium the pass books of their 
customers. He estimates that some 35 per cent. of the increase in 
prices up to the end of the third year of the war has been due to 
“monetary inflation ’’; but he is careful to point out that, as 
bank credit is “absolutely essential ’’ to modern production, an 
expansion of such credit is not per se an “economic evil.’’ Mischief 
is caused when it is not followed in the near future by increased 
production. He is also, we think, instructive in noting on the one 
hand the large transfer which has taken place in most banks 
from deposit to current accounts as Government disbursements 
find their way to business firms, and in emphasising on the other 
the increased velocity of circulation due to the passage of purchas- 
ing-power from persons who did not intend to exercise it at the 
moment to the Government which must spend immediately the 
funds at its disposal. In such curious ways, not always suspected, 
it is that inflation is the sequel of bank credit. 

The chapter written by Mr. Renouf on workshop-committees 
is a contribution, as we believe, of indisputable worth to the dis- 
cussion and solution of a practical problem of crucial importance. 
Tt proceeds evidently from close knowledge, sane judgment, and 
rare discrimination. A candid avowal of difficulties which may 
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arise and an impartial endeavour to appreciate the attitude of the 
parties concerned characterise the general aim and the particular 
arrangements of the scheme which he presents. He would thus 
hope to give the satisfaction, which is feasible, to the urgent and 
legitimate demand of the workmen for increased control of the 
establishments -in which they work. As we might expect, the 
situation can, in the opinion of so capable and enlightened an 
observer, be best met by the use of more than one variety of 
committee, constituted on different lines, entrusted with different 
duties and invested with different kinds and degrees of power. 
For modern industry is, he says, “complicated and the attempt to 
introduce democratic ideas into its governance will necessarily 
make it more so.’’ Nor need his plan of three committees—a 
shop-stewards’ committee, a welfare committee, and a social union 
committee—be “accepted in its entirety.”’ 

The authoritative account supplied by Miss Thomas of women 
workers in agriculture is connected with the report on the replace- 
ment of men by women, as the appendices noticed before, which 
are furnished by Mr. Gibson and Mr. Allen, are related to fhat on 
the effects of the war on credit, currency, and finance. She 
exhibits inter alia the determining influence exerted by the stimu- 
lating example of educated women. In the report itself, we are 
told that the process of “dilution ’’ has advanced markedly since 
last year ; but it is also less true now than it was then that few, 
or no, women have been found replacing men in posts demanding 
under new arrangements the same degree of skill as that required 
from, and shown by, their former occupants. The range of indus- 
try on which women are engaged is much wider, and they have 
proved capable, after training, of work which is not merely “repeti- 
tive’ or “routine’’ in character. But in some instances they 
have taken the place of other members of their own sex, drawn 
away from habitual occupations, such as the textile trades, to 
‘“ munition works ’’ and ‘‘ municipal employments.’’ The Com- 
mittee reach the general conclusion that “replacement by women 
of skilled men has not been large,’ and that in the engineering 
trades the “position of skilled artisans returning ’’ from their 
military service is “not likely to be seriously prejudiced by the 
competition of women workers,’ “unless repetition production 
is applied to non-war-work on an unexampled scale and with 
unexampled rapidity.’’ The significance of this opinion needs no 
emphasis; and it may serve to demonstrate the illuminating 
character of the inquiry. 

The Report of the other committee is, as we have hinted, full 














1918] KIRKALDY : INDUSTRY AND FINANCE 209 


of pertinent facts and relevant figures. They are brought to- 
gether in a useful shape suitable for quick but sure consideration. 
We will indicate some conclusions which may be treated as 
typical. ‘One factor which has tended during the war to widen 
the margin between imports and exports,’ the Committee note, 
“is the great increase in freight rates and increased insurance 
charges.’’ For the values of imports are stated “c.if.’’ and in- 
clude cost, insurance and freight, while exports are reckoned 
“f.o.b.’’ and comprise besides cost only the charges of delivery on 
board ship. A corroboration of this instructive commentary was 
supplied by Sir Felix Schuster’s last address to the shareholders 
of the Union of London and Smith’s Bank. He remarked that 
the “position of our trade with neutral countries is more satis- 
factory than could have been supposed ’’ as “our imports from 
those countries are balanced by our exports if in the latter be 
included the invisible exports such as shipping charges.”’ 

“Economic theory in relation to banking,’’ the Committee 
again pronounce, “‘has been triumphant during the war.’’ ‘‘ The 
maxim that every debit has its contra credit somewhere in the 
books of the banks of the United Kingdom has been amply proved 
during the successive issues of war loans and the financing of the 
war.’ It has, for good or for ill, facilitated the behaviour of 
Chancellors of the Exchequer in grappling with the immense task 
before them. “In the main,’’ the Committee observe, “credit 
manufactured by the Bank of England usually gravitates by trans- 
fer to the balances of the joint-stock banks at the Bank of 
England.’’ And thus a “rotatory ’’ movement can, it might even 
seem perpetually, be continued. 

More suggestive than these reflections by themselves is the 
detailed account of one special variety of the “modus operandi ”’ 
of this general process. That is furnished by the Committee in 
their description of the indirect effects of the issue of Currency 
notes on joint-stock bank reserves. They rightly speak of this 
affair as “exceedingly interesting.’’ As the banks take the Trea- 
sury notes their balances at the Bank of England are debited 
with the amount, but, so long as they retain them in their own 
strong rooms, their aggregate cash reserves are not reduced. As 
they then pay out to their customers these reserves will decrease, 
until the Government, drawing on the credit created by the taking 
of the notes, substitutes its own securities in the Currency Note 
Redemption Account. For the Government drafts, passing first 
mainly to the credit of the customers of the joint-stock banks, will 
later, in the course of clearance, be credited to the balances of 
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those banks at the Bank of England. The aggregate cash-reserves 
of the joint-stock banks, which do not distinguish in the reckon- 
ing of such between legal tender and credit balances at the Bank 
of England, will thus in the end be increased by the issue of the 
Currency notes. The Committe2 are also of the opinion that these 
balances have been augmented by temporary loans made by the 
joint-stock banks to the Government through the medium of the 
Bank of England. For, they point out, the Revenue Returns 
show that the amount temporarily borrowed on the credit of ways 
and means advances during 1916 was larger than the increase in 
the item of Government Securities in the weekly returns of the 
Bank of England, and the Bank (understood to be acting for the 
Treasury) has, it is known, taken during the last two years spare 
balances from the joint-stock banks at fixed rates of interest for 
short and varying periods. It has thus not only itself lent 
directly to the Government but probably it has also been an agent 
and an intermediary for advances from the joint-stock banks. The 
growth in the aggregate cash reserves of those banks, amounting 
during 1916 to £113,000,000, like the addition of £207,134,000 to 
their deposit liabilities during the same year, is connected in this 
way with expansion of credit. The precise part played in that 
movement by the Currency notes is at any rate made more plain 
through the explanation advanced by the Committee; and they 
have rendered a service in the fresh light thrown on a dim corner 
of our war finance. 

Further elucidation may be properly desired in that particular 
direction, and the removal of uncertainty might, it is possible, 
mitigate some apprehension which is felt. We have been recently 
assured by a Committee of the House of Commons that, interro- 
gated by them, the Treasury authorities have declared that the 
issue of Currency notes has been hitherto made, not, as in many 
former instances in other countries, by the Government itself in 
direct remuneration of its servants, or in immediate payment of 
those who supply it with munitions and other goods, but through 
the banks, in response to the requests of these institutions for 
a supply of legal tender currency to meet the changing require- 
ments of their customers, and in return for consideration given 
for the advance. The original Act, indeed, does not confine the 
circulation to this particular channel ; and it might, we conceive, 
strengthen the credit of the country abroad, and even at home, if 
the Chancellor of the Exchequer would pledge himself and the 
Cabinet publicly to the definitive continuance of the mode of 
issue hitherto adopted. It would even seem to be so far innocuous 
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as it resembled the satisfaction of the demands of the banks for 
silver and for bronze though they are only tokens and not legal 
tender. But it must nevertheless not be forgotten that the disuse 
of the policy of including the gold backing in correspondence with 
the enlargement of the issues—a laudable enterprise started at 
the outset but soon abandoned—is no auspicious a feature of the 
issue, and raises, indeed, a further question that calls for prompt 
consideration. And, if the Committee of the British Association 
be correct, the Government itself draws on the credit created in 
its favour by its response to the requests of the banks for the 
supplies of a currency which, as Professor Nicholson contends, is 
de facto inconvertible, though nominally it may not bear that 
character. Nor is there any other remedy for “inflation ’’ occa- 
sioned by excessive issues than contraction, or insistance on the 
transfer of the issues of a gold equivalent in exchange for the 
supply demanded. The inference is abundantly justified that the 
present position of these Treasury notes is irregular if it is not 
discomforting. 

The small proportion of the deposits in the savings banks 
withdrawn during the war, cited by the Committee as proof of 
the greater stress placed by the public interested in those banks 
in safety, and on facilities for deposit and removal, than on the 
rate of interest paid, the decisive influence of the entry of Presi- 
dent Wilson into the conflict in removing the need for further 
deposit of securities as collateral guarantee for loans from his 
people, the popularity of Treasury bills, attributable to their short 
term of currency, the possibility that subscribers to the last loan 
raised would have preferred a smaller yield to the sacrifice involved 
through the depreciation of their other stock sold to enable their 
subscription, the estimate of £250,000,000 as advanced by the 
banks to their customers to assist their application for allotment, 
the recognition of the banking world that the net effect of the 
issue of war loans is a series of internal transfers of credit among 
their depositors and the banks themselves, the opportune help 
rendered by the Japanese in facilitating British purchases on the 
other side of the Atlantic by the transfer of their command of 
American dollars, the attitude of the Scandinavian countries in 
permitting exchange rates to fall in preference to taking gold from 
the Allies, and the effect of the closer blockade instituted by the 
United States on neutral exchange rates on London—all these 
are other points to which the Committee opportunely draw atten- 
tion. They may fittingly be placed on record as signs of the 
financial times in which we live. 
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Mr. Franklin, discussing in a special section the movements 
of the foreign exchanges, observes pertinently that we are the 
one European country with a large and regular gold income 
derived from our African and Australian dominions, and that our 
fiduciary currency is not unwieldy by comparison with those of 
other belligerents. We shall be therefore in a better position 
than they (with the exception of America) for returning after the 
war to a normal state. Mr. Spalding, treating of the same subject 
in another section, notices the “desperate step’’ taken by Ger- 
many in replacing the two-mark silver piece by paper, and, 
arguing that the “increased velocity ’’ of circulation in our own 
and in other countries compensates for any increased work of 
exchanging that currency has been called to perform, associates 
a growth in its quantity with the sequel of inflation. Finally the 
Committee consider the question of national expenditure and 
taxation. They record precisely what has happened, but they 
hint, not obscurely, at omissions and mistakes that have been 
made. They evidently subscribe to the programme which would 
substitute taxation for borrowing. But in the main they “teach ”’ 
rather than “preach’’; and, because their report deserves 
eminently the epithet of “lucifera,’’ we are confident that it may 
not improbably earn the the repute of having been “fructifera.’’ 

L. L. PRIcE 


T.—The Conditions of Social Well-being considered in the Light of 
the War. By RicHarpson Evans. (Edwin Trim & Co., 
Wimbledon. 1917. Pp. 56.) 

II.—Capital and Labour: a Series of Articles on Conscription of 
Wealth, the Need for Industrial Reconstruction and for the 
Permanent Removal of Labour Unrest. By Sir CHARLES 
W. Macara, Bart. (The Cotton Factory Times, Ashton- 
under-Lyne. 1918.) 


THESE pamphlets both profess to deal in the main with ques- 
tions of reconstruction after the war. That by Mr. Richardson 
Evans contains a “ record of the thoughts suggested” by a con- 
ference which met fortnightly between December, 1916, and 
May, 1917. The members of the conference consisted of some 
employers and workmen resident at Wimbledon, together with a 
small number of other interested persons, amongst whom was the 
author, who himself contributed a paper on the “‘ Resumption of 
Industry,” which is here reproduced. 

Mr. Evans speaks of his “ uncomfortable perch on the fence,” 
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and his reflections on the discussions which took place at the con- 
ference certainly suggest that he would have been more comfortable 
on a seat amongst the employers. For he appears to have been 
much impressed by the kindly spirit displayed by the representa- 
tives of capital, and equally pained by what seemed to him the 
unreasonable attitude of. the working-class representatives. 

He is strongly opposed to Socialism, and reproduces with con- 
siderable skill the now well-known arguments against it. He is 
disturbed because Trade Unionists sometimes refuse to “ listen 
to the counsels of their leaders.” He is nervous about the effects 
upon the accumulation of capital and the maintenance of parental 
responsibility, of large expenditure on such reforms as free medical 
treatment for maternity cases and free meals for school children ; 
he is half-hearted with regard to the question of the abolition of 
half-time under the age of sixteen, and so on. 

But with all this he is fully alive to many of the glaring 
defects of existing industrial and social conditions, and is sin- 
cerely anxious to discover remedies. His constructive suggestions, 
however, amount to little more than the statement that ‘ Co- 
Partnership, Profit Sharing, Co-operation are the roads which lead 
to a happier future” (p. 50). A paper contributed to the con- 
ference by Mr. A. W. Pollard, which is included in the pamphlet, 
contains a few further suggestions of a constructive nature, but 
which are not of a very practical kind. 

Mr. Evans appears to be on the whole optimistic about both 
the present and the future, and perhaps over-sanguine, when he 
says: “ For once, the nation is one great co-operative association. 
It will not easily relapse into the notion that it consists of privi- 
leged and unprivileged classes” (p. 29). Again he is surely on dan- 
gerous ground when he asserts dogmatically that ‘ the main bur- 
den” (7.e., of the war) “ has fallen on the wealthier order,” and 
that, allowing for the rise of prices, “‘ it remains true that never 
were the working population relatively more prosperous” (p. 29). 

The pamphlet contains a good deal of very elementary 
economics, and in the course of his explanations of economic prin- 
ciples tle author is continually dwelling on the importance of the 
largest possible output of wealth, and he lays altogether insuffi- 
cient stress on the fact that output must be limited by-the effects 
of production on the lives of the workers. ‘“ Everything,” he 
thinks, “ that tends to suspend production, or reduce efficiency, 
or lessen output is an injury not only to the particular trade but to 
the community ” (p. 13), but so is everything which tends unduly 
to increase the strain of labour or to curtail the joys of life. He 
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also omits to point out that restriction of output is constantly 
resorted to by employers, not to lighten toil, but to augment 
profits. In his last sentence, however, Mr. Evans shows signs 
of wavering in his economic creed when he says: “ The well- 
being of a people does not rest on a basis of material comfort. It 
is the things of the soul that count ’’ (p. 50). 

The author holds that employers and employed are not opposing 
armies. Sir Charles Macara takes a very different view, and 
recognises that there is a real conflict between Labour and Capital, 
and the “ watchwords” of his very badly printed twelve-page 
pamphlet, a reprint of five articles contributed to the Cotton Fac- 
tory Times, are unity and concord. 

In most of the articles he calls for the resuscitation of the 
Industrial Council of 1911 (in the establishment of which he played 
such a leading part) as a means of promoting unity. In the first 
paper, however, he takes Mr. Bonar Law severely to task for 
“ coquetting with the predatory type of Socialist” in connection 
with the question of the conscription of wealth. A levy on capital, 
he thinks, spells industrial ruin, but he hardly appears to have 
made out his case. Perhaps this would be too much to expect 
within the limits of a single newspaper article. In another paper 
he suggests that: “ It would be a good thing if those engaged 
in the cotton industry—spinners, manufacturers, and merchants— 
were to get the sanction of the Government for raising a fund for 
industrial reconstruction, to be deducted from excess profits.’’ The 
fund might be all very well, but we doubt whether the plan of 
raising it by means of deductions from excess profits is one which 
is likely to find much favour with Chancellors of the Exchequer. 

H. SANDERSON FURNISS 


Agriculture in Berkshire. By JOHN ORR (Oxford : The Clarendon 
Press, 1918. Pp. vili+208. 8s. 6d.). 


In this book Mr. Orr adds to the “survey ’’ of farming in the 
county of Oxford, made for the Institute for Research in Agri- 
cultural Economics established at the University, a similar investi- 
gation of the adjoining Berkshire. To this fresh essay he has 
brought the power of lively description of the salient features of 
the country-side and the capacity for getting apposite news from 
divers country-folk with whom he has talked, which were merits 
of his earlier book. His independence in bestowing praise or 
blame, as circumstances demand, is not less evident ; and he is as 
quick to note as he is careful to record the lessons to be drawn 
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from failure or success. As his inspection coincided with the spring 
and summer of 1916 the disturbing or stimulating influence of 
the war on the acts and thoughts of those busied with the culti- 
vation of the soil and the rearing of livestock can be discerned, 
while the experience of agricultural depression, although it had 
a marked sequel in changed methods and altered aims, was, it 
would seem, becoming a dulled memory of a retreating past. We 
will quote a passage which we think is illustrative as a summary 
of much that Mr. Orr has occasion to infer, or to suggest, with 
regard to the past history, the present state, and the future 
possibilities of Berkshire farming. ‘‘Farmers,’’ he says, ‘who 
have chafed at the exacting work connected with dairy farming 
have taken the opportunity of adopting or resuming the system of 
corn-growing with fattening cattle or sheep for livestock, although 
even this statement calls for qualification, since many have sold 
their flocks and reduced their system almost entirely to one of 
growing corn and hay. There are a few farmers, looking more 
to the future, who have maintained their herds and flocks in full 
numbers, and very few who have increased them. They expect 
that some day soon the price of corn will fall, mixed farming will 
become necessary, and a demand will be made for cattle and 
sheep.”’ 

Taking notes in this instructive fashion, Mr. Orr travels 
through different districts of the county, and we congratulate him 
once again on a happy union of serious purpose with relieving 
touch in which, as we should judge, he equals or surpasses his 
predecessor in this particular area, Dr. Mavor, to whom he fre- 
quently refers. The Vale of the White Horse, the Downs, the 
Kennet Valley and East Berkshire are thus investigated. In the 
more general treatment, which follows, of the “agricultural 
partnership,’’ of “estate management,’’ “farm management,’’ and 
‘“Jabour,’’ he has, we suspect, found it difficult to break fresh 
ground. He repeats, or tries to develop and emphasise, much 
that he had hinted or advanced in the other survey ; and, as there, 
so here the ideals fixed for landlord and for farmer are, perhaps 
rightly, high. Their attainment in fact is another question, 
though Mr. Orr is both shrewd and informed. But we are toler- 
ably sure that his bold conception of the réle he would assign to 
Government in so guiding production as to prevent a discouraging 
fall of prices from following on too large supplies is more gran- 
diose and less practicable than the arrangement or preservation 
of the tariffs or the bounties of which he writes as apparently less 
satisfactory or trustworthy or !asting alternatives, A ‘balance 
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among all the branches of production in order to guard against 
injury to particular sets of producers and consequent detriment to 
all” is, he truly says, a “problem’’ not only “imperial” but 
‘‘international.’’ It is indeed, in his own words, ‘‘ as compli- 
cated and difficult as possible.’’ Yet he himself believes that ‘the 
task is not so hopeless.’’ “It is,’’ he adds, ‘‘ a splendid piece of 
work for Governments, this turning of such a fine and elaborate 
instrument.’’ But surely this may appear to prosaic common- 
sense not unlike the proverbial instances of “ambition o’erleap- 
ing itself.’’ The final technical chapters on soils, etc., as in the 
Oxfordshire inquiry, are a necessary addendum carefully designed 
and successfully achieved. L. L. PRIcE 


Forecasting the Yield and the Price of Cotton. By Henry 
LupDWELL Moore, Professor of Political Economy in Columbia 
University. (New York: The Macmillan Company, 1917. 
Pp. vi+173 ; 8vo.) 


In this monograph Professor Moore illustrates the application 
of the method of correlation to the prediction of the yield of 
cotton in the United States, and to the relation between yield and 
price. 

The former problem occupies the bulk of the volume. The 
nature and aim of the official crop-reporting service are first 
described. Reports as to the ‘‘ condition ’’’ of the crop are drawn 
up at the end of each month, from May to September, the results 
being expressed as percentages of an imaginary ‘‘normal.’’ It 
is then assumed that the yield per acre of the current year will 
stand in the same ratio to the average yield of the five preceding 
years as the “‘ condition’’ of the given month in the current 
year to the average ‘‘ condition ’’ in the same month of the five 
preceding years. The method can be tested by comparison with 
the actual yield as finally reported, and Professor Moore subjects 
it to this test for the twenty-five years 1890-1914. The results 
are interesting. (1) The May report is worse than useless: the 
correlation between prediction and fact is small and negative. 
(2) The June report is of little service: the correlation is small, 
only 0292. (3) The July and August reports attain rather better 
results, correlations 0°595 and 0576 respectively, and the Sep- 
tember report the correlation 0685. There is thus a general, but 
not unbroken, tendency to improvement as the harvest is 
approached. But further, (4) the official method tends inherently 
to underestimate the vield, and thus favour the producer by 
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putting up the price. These results are not happy for the official 
method; having regard to the great importance of the cotton 
estimates, it is hoped that they will receive attention. It may be 
mentioned that there was a very full report on the correlations 
between American crop forecasts and the actual yields presented 
at the 1913 (Vienna) meeting of the International Statistical 
Institute, which the reviewer can only cite from memory owing 
to absence from books and papers. The final volume of reports 
never reached members before the war, but Professor Moore 
would find this report of considerable interest for comparative pur- 
poses. 

The prediction of yield can also be effected from the weather 
with greater accuracy in general than from the Board’s crop re- 
ports. Taking into account temperature and rainfall, for example, 
and the crops in Texas, Georgia, Alabama and South Carolina, for 
all the States except Texas the forecast from the weather gives 
a more accurate prediction than can be obtained from the Bureau’s 
reports of one month later. It is to be hoped that work on these 
lines will be greatly extended. 

But the total yield is dependent on the acreage planted as well 
as on the yield per acre. The Bureau of Statistics does not 
publish an estimate of acreage until July 1st, and a fairly reliable 
estimate earlier in the year would be useful. Professor Moore 
points out that the acreage planted is largely dependent upon 
the good or bad fortune of the cotton farmers in preceding years. 
The correlation of the percentage increase in acreage during the 
current year as compared with the preceding year, with the in- 
crease in price for the preceding year on the year before, is 
+0532; the correlation with the percentage change in total pro- 
duction for the preceding year on the year before is - 0641. It 
is thus possible to predict acreage with as much accuracy as 
yield. 

Professor Moore’s note on prices is briefer. The correlation 
between the percentage change in price and the percentage change 
in production of cotton from year to year (1889-1913) is - 0819. 
But this is a gross result, and it may be asked : What is the relation 
between the changes in the price of cotton and the changes in 
the amount demanded, when there are no changes in the pur- 
chasing power of money? This problem is approximately solved 
by the use of the method of multiple correlation, introducing as 
a third variable the Bureau of Labour’s Index Number for prices 
of all commodities. This gives the linear regression equaticn 

Zo = -O97x, + 1602, + 711 
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between a, the percentage change in the price of cotton, and 
az and #2, the percentage changes in production and in the level 
of general prices respectively, the coefficient of double correlation 
being 0°859. The result is certainly interesting and useful, but 
surely it leaves untouched Professor Edgeworth’s doubt “whether 
Jevons’s hope of constructing demand curves by statistics is cap- 
able of realisation”? The equation is an approximate, average, 
linear relation ; it does not bring out the real form of the demand 
curve. The section heading, “A Complete Solution of the Prob- 


lem,” claims a little too much. 
G. U. YULE 


An Introduction to Statistical Methods: A textbook for college 
students, a manual for statisticians and business executives. 
By Horace Secrist, Ph.D., Associate Professor of Economics 
and Statistics, North-Western University, Evanston, Illinois. 
(New York: The Macmillan Company, 1917. Pp. xxi+482; 
8vo. Price $2.) 


As indicated by the sub-title, Professor Secrist has endeavoured 
to furnish in this volume a textbook of statistical methods suited 
especially to the needs of students “ in colleges of business admin- 
istration ’’ and of the business man. Having regard to this aim, the 
treatment is wholly non-mathematical, not even the most 
elementary algebra being used. This limitation has the inevitable 
defect of its virtues, for a few symbols would at times greatly 
lighten the verbal, not to say verbose, explanations. The field 
covered is correspondingly limited ; wage statistics and price index- 
numbers are dealt with in some detail; but vital statistics and 
their methods are practically excluded. 

To state the scope of the volume a little more fully, the 
author, after a short introduction on the purpose of statistical 
study, the meaning of statistics, and the relation of statistics to 
business and to government, describes the principal sources of 
statistical data and the methods of collection, and gives useful 
cautions as to their limitations and significance; references and 
illustrations are naturally drawn from American data. A chapter 
follows on units of measurement, and wage statistics are then 
taken as a specific case, the difficulties of definition, the various 
sources and their respective defects, schedule forms, and so forth, 
being treated in detail. Following chapters deal successively with 
tabulation (with some almost incredible examples of bad tabula- 
tion, the references mercifully suppressed), diagrammatic presen- 
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tation, graphic presentation, and averages (mean, median, and 
mode). There then follows a section on index-numbers, the first 
chapter dealing with the general principles, and the second, which 
should be very useful to the English student, with American price 
index-numbers. Concluding chapters deal briefly and in a simple 
elementary way with dispersion and skewness, and with correla- 
tion. 

The treatment is simple, but to the present writer at least 
seems at times to become lengthy without becoming altogether 
clear, and a different arrangement could be at times preferable, e.g., 
full illustrations of forms of frequency distribution before the chap- 
ter on averages. The mode is not “ the characteristic which most 
frequently appears,’’ according to the original definition of Pro- 
fessor Pearson. who introduced the term; it is better to use some 
other word, e.g., predominant value, for the empirical mode. The 
remark : ‘‘ While variables are expressed as percentages, the base 
upon which they are computed is not a total, but the first, the last, 
or an average of the different variables. Of these alternatives the 
last, under certain conditions, is undoubtedly superior ’’ (p. 225, 
my italics), is ambiguous; the “ last-named ” is apparently meant. 
The section on the probable error (pp. 410-15) is likely to prove 
hopelessly confusing to the student, as the term is used both for 
the quartile deviation in an actual distribution (“ For a probability 
distribution the probable error is approximately two-thirds of the 
standard deviation’’) and for the probable error of sampling. 
Statements that the “ probable error . . . is a means of testing the 
reliability of samples, provided that data approach the normal 
probability distribution,’’ or that ‘‘ the probable error is to be 
used only when distributions approach the normal probability 
form,’’ are incorrect ; the condition is that the distribution of the 
errors of sampling, not the original distribution, shall be normal. 
The use of the probable error in the case of small samples is 
limited because, inter alia, the assumption cannot then be made. 

The author deals well with the necessity for clearness in tabula- 
tion, but a few of his own tables might be improved in this 
respect. The heading of Table G, p. 216, is not clear as respects 
the last two columns (“ Less than” or “ More than ”’—which of 
the limits given on the left?), nor is Table A, p. 382, satisfactory 
(Why are the groups of years so arranged? Why 5, then 10, then 
5 years? Per cent. of what?). 

The entirely non-mathematical character of Professor Secrist’s 
work, and its discussion of such matters as tabulation and diagram- 
niatic representation, will render it useful to the appropriate class 















220 THE ECONOMIC JOURNAL [JUNE 


of student, and its description of American data should be of ser- 
vice to the English reader. The best features of the work are the 
cautions as to the necessity of the worker familiarising himself 
with the actual meaning and limitations of his data, and the treat- 
ment of graphics. Useful references to the literature are given at 


the end of each chapter. 
G. U YuLE 


Postal Savings: An Historical and Critical Study of the Postal 
Savings Bank System of the United States. By Epwin W. 
KEMMERER, Professor of Economics and Finance, Princeton 
University. (Princeton: University Press. London: Hum- 
phrey Milford, Oxford University Press. 1917. Pp. iv+176, 
8vo. Price 5s. 6d. net.) 


THE United States Postal Savings Act was approved on the 
25th June, 1910. In July, 1917, Professor Kemmerer “ integrated 
and revised” two magazine articles upon the Act and its first 
six years of working. The book before us is the result. It is 
rather soon for a history of the system. The criticism goes no 
further than what might have been offered by the author himself 
in 1910. 

The almost unanimous opposition of the bankers to the passing 
of this Act is pitiful reading. In their view it was not called for. 
Its competition with bankers was compared to highway robbery. 
It would be a “ plunge into the frightful slough of socialism.” The 
circulating medium of the producing regions would be depleted and 
the money of the rural communities would “ leave home” to be 
swept into the speculative markets of Wall Street. Perhaps we 
like our bankers timid; but we should not expect them in the 
twentieth century to be quite so ignorant of the long and identical 
experience of other countries. 

The panic of 1907 helped the movement in favour of a Postal 
Savings Bank. But the Act of 1910 testifies to the jealousy and 
the power of the banking interest. The word “ bank ” was not to 
be used in connection with the Postal Savings Depository Depart- 
ment or its Offices. The rate of interest allowed, nominally 2 per 
cent., is the lowest in the world, in a country where capital can 
always command a good return. In practice the rate works out 
at about 1} only. No interest is paid for a fraction of a year. No 
one may deposit more than 100 dollars in one calendar month or 
500 dollars in all. Accumulated interest, like excess deposits, 
bears no interest. The critic of bureaucracy will note with a smile 
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that interest drawn out and deposited afresh as principal is purged 
of its disability. Accounts can only be operated upon at the offices 
where they are opened, and can be transferred only by closing down 
(at the loss of accumulated interest) and by opening afresh at a 
new centre. Deposits must be invested pro rata with approved 
local banks. The facilities offered to the depositor are far below 
those in European countries. 

Already it is evident that the opponents of the Act imagined 
vain things. The monthly limitation has been abolished and the 
total enlarged to 1,000 dollars. The system, with all its imper- 
fections, is full of vitality. But unless the American citizen 
changes his characteristics he will not long remain content with a 
Postal Savings Depository System which is the least attractive 
and the most backward of its kind. 

Henry Hiccs 








NOTES AND MEMORANDA 


CHANGES IN InIsH Exports DURING TWELVE YEARS.! 


THE Statistical Branch of the Department of Agriculture and 
Technical Instruction for Treland has been publishing now for 
twelve years an annual estimate of the “ Trade in Imports and 
Exports at Irish Ports.’’ I propose in this paper to examine the 
changes in the Exports of Ireland during the twelve years, 1904 
to 1915 inclusive, as revealed in these annual “‘ Reports.’’ The 
Exports of Ireland are enumerated in the 1904 Report under 
322 distinct items; in that of 1915 under 328. When analysing 
them I take the latest revised figures given in detail, and the 
328 items are reduced into 14 groups—my plan being to group 
together all items which result from the one industry or employ- 
ment. Take, for example, the Exports of the year 1913: their 
total value was then £73,886,410; but 281 miscellaneous small 
items only account for £12,639,927 out of that total, while 47 
large items (grouped into thirteen main industries or employments) 
account for as much as £61,246,483. It is the fluctuations among 
these thirteen main employments that I wish to study. The 
separate items to be grouped together to get the total export for 
each employment were carefully studied, and must now be stated. 
(I give them here in the order of their importance as in 1915.) 

I. Linen (4 items) :—1. “ Flax”; 2. “ Linen Yarn”; 
3. “ Linen Goods”; 4. “ Thread”; [I omit “ Waste (Flax, Tow, 
and Hemp)”. | 

II. Cattle (6 items) :—1. “ Fat Cattle”; 2. “ Store Cattle” ; 
3. “ Milch Cows”; 4. “ Springers”; 5. ‘“ Other Cattle”; 
6. “ Calves.” 

III. Poultry (3 items):—l. “ Eggs”; 2. “ Poultry”; 
3. “ Feathers.” 

IV. Butter (5 items) :—l. ‘“ Butter”; 2. ‘ Margarine ” ; 
3. “ Cheese”; 4. ‘* Cream”; 5. “ Milk (not Condensed).” 


1 Abstract of a Paper read to the Statistical and Social Inquiry Society of 
Ireland on April 26th, 1918. 
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V. Steam Vessels (1 item) :—Its value jumps when big ships 
happen to be launched, e.g., £6,703,250 in 1914, £4,721,500 in 
1915. 

VI. Bacon (6 items) :—1. “ Pork” ; 2. “ Bacon” ; 3. “’ Hams” ; 
4. “ Tripe”; 5. “ Meat, Preserved”; 6. “ Sausages.” [I omit 
“ Fats.” ] ; 

VIT. Brewing (3 items) :—1. “ Ale and Beer’ 
3. “ Yeast.” 

VIII. Woollens (9 items) :—1. “Wool Yarn”; 2. “ Blankets” ; 
3. “ Carpets”; 4. “ Roofing Felt”; 5. ‘“ Woollen Goods” ; 
6. “ Hosiery’; 7. “ Drapery and Haberdashery”; 8. ‘“ Hats”; 
9. “ Apparel, unclassified.” 

IX. Cotton Goods (1 item) :—This probably represents the 
Shirt Industry. 

X. Sheep (3 items) :—1. “ Sheep” ; 2. “ Lambs”; 3.’ Wool.” 

XI. Whisky (1 item) :—Called ‘ Home-made — Spirits 
(Whisky, ete.).” 

XII. Pigs (2 items) :—1. “ Swine, Fat; 2. ‘“ Swine, Store.” 

XIII. Horses (3 items) :—1. “ Stallions”; 2. “ Mares”; 
3. “ Geldings.” 

XIV. Other Exports (281 items) :—This includes everything 
not enumerated in the above thirteen groups. There are but few 
large items—such as Tobacco, Biscuits and Confectionery, Pota- 
toes, Oats, Hides and Skins, Machinery unclassified, Rope Cordage 
and Twine, etc. : by “ large,” meaning of values approaching half 
a million sterling, or thereabouts. 

In a Table (below) I give the result of this analysis by 
“employments” of the Exports of Ireland for each of the twelve 
years 1904-1915. We there find how these different employments 
have fared during the period, and the results are remarkable. One 
would hardly expect in a short period like twelve years to find 
such changes in the relative importance of Irish industries, as are 
shown by the following comparison for three dates (‘Table I.). 

In this Table the ten-year period from 1904 to 1915 may be 
considered normal; but the rise in the figures from 1913 to 1915 
is interesting too, as showing how the inflation of prices during 
the war has affected different exporting industries. Table I. shows 
that Live Stock has not benefited from the inflation of war-time 
quite so much as the production from Irish industries. This fact 
is certainly an unexpected result of this analysis. 

However, it is the normal expansion of Irish exports, which 
had been in progress for the ten completed years prior to the out- 
break of the war, that seems to me the really significant fact 


’ 
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TABLE I.—CHANGES IN TRISH EXPORTING INDUSTRIES. 


(The figures are Estimated Values, sterling.) 

















Order | 
of | 1904. | 1913 1915. 
Value. | | 
| ‘ ‘ ; 

I. | Linen 9,026,890 | Linen __... 16,572,208 | Linen . 17,762,884 
II. | Cattle 8,985,336 | Cattle! ... 15,464,468 | Cattle ... 15,826,617 
III. | Butter 3,271,827 | Bacon... 4,430,061 | Poultry ... 6,223,905 
IV. | Poultry 2,887,772 | Poultry ... 4,048,088 | Butter 6,164,636 
V. | Whisky 2,343,496 | Butter 3,954,611 | Bacon 5,686,009 
VI. | Bacon . 2,205,657 | Steamers 3,148,000 | Steamers*® 4,721,500 
VII. | Brewing... 1,879,445 | Cotton Brewing... 2,817,640 

Goods... 2,722,350 | 
VIII. | Sheep 1,747,677 | Brewing ... 2,554,044 | Woollens... 2,551,859 
IX. | Pigs 1,742,039 | Whisky . 2,008,500 | Cotton 
| Goods... 2,519,523 

X. | Steamers 1,500,000 | Woollens 1,852,554 | Sheep 1,860,438 

XI. | Cotton Sheep 1,784,142 | Whisky ... 1,859,977 

| Goods... 1,320,802 
XII. | Horses . 1,291,165 | Horses 1,703,260 | Pigs 1,172,139 
XIII. | Woollens... 989,832 | Pigs 1,024,197 | Horses 1,121,520 

Total, above... 39,191,938 61,246,483 70,288,647 
Other Exports... 10,206,598 12,639,927 14,174,761 
Total Exports ... 49,398,536 73,886,410 84,463,408 








1 Cattle exports—reduced to £8,236,868 (by the Larkin Strike at Dublin) 
during 1912—were abnormally large in 1913. 2 Steamers in 1914, had been up 
to £6,703,250. 


which has to be analysed. It is the comparison of the year 1904 
with the year 1913 that reveals the direction in which this expan- 
sion has taken place. The total value of Irish Exports rose from 
£49 398,536 to £73,886,410, which is very nearly 50 per cent. of 
increase (49°57 per cent.). Of the thirteen main exporting indus- 
tries of Ireland, eight are capitalised manufactures (viz., Linen, 
Woollens, Cotton Goods, Steamers, Brewing, Whisky, Bacon, 
and Butter), and five are Live Stock industries (viz., Cattle, 
Horses, Sheep, Pigs, and Poultry). The eight Manufactures have 
increased the. total value of their exports from £22,537,949 to 
£37 242,328 : which is an increase in the ten years of 65°24 per 
cent. Meanwhile, the five Live Stock industries have lifted the 
total value of their exports from £16,653,989 to £24,024,155 : 
which is a rise of 44°25 per cent. It is certain, therefore, that in 
its export trade Ireland is predominantly an industrial rather than 
an agricultural country; and this surprising feature has become 
more accentuated by the changes of the last ten or twelve years. 
If statistics could ever be regarded as sensational, certainly that is 
the sensational result of this statistical investigation. 
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What we are here considering is the export trade of Ireland : 
it is not quite the same thing as the productive industry of the 
country. For example, the Crops of Ireland do not make much 
showing among its Exports. Irish Crops are mostly consumed 
at home—they are exported in the form of Live Stock. It may 
appear to some minds, therefore, that Tillage Crops in Ireland 
are unimportant and that the Live Stock production is the main 
business of the Irish farmer. At the present moment, when 


TABLE II.—ANALYSIS OF IRISH EXPORTS FOR EACH YEAR, 
1914 To 1915, INCLUSIVE. 





















































Exporting Industry. 
(Order of 1913). 1904. 1905. 1906. 1907. 
£ £ £ | £ 
I.—Linen 9,026,890 9,304,315 11,037,604 12,049,520 
II.—Cattle 8,985,336 8,928,253 9,146,915 10,419,430 
III.—Bacon 2,205,657 2,276,394 2,421,367 3,129,237 
IV.—Poultry 2,887,772 3,266,522 3,511,915 3,672,750 
V.—Butter 3,271,827 3,441,716 3,688,343 4,117,420 
VI.—Steamers ... .../ 1,500,000 2,500,000 2,900,000 2,400,000 
VII.—Cotton Goods ...! 1,320,802 1,268,085 1,437,174 1,628,828 
VIII.—Brewing 1,879,445 1,942,025 2,126,400 1,887,047 
IX.—Whisky 2,343,496 2,179,407 2,139,587 2,315,309 
X.—Woollens ... 989,832 1,012,823 1,051,201 1,202,320 
XI.—Sheep 1,747,677 1,807,041 1,866,146 1,879,223 
XII.—Horses 1,291,165 1,427,975 1,578,005 1,541,815 
XIII.—Pigs . 1,742,039 1,272,091 1,478,105 1,636,681 
Total (above) ... 39,191,938 40,626,647 46,382,762 47,879,580 
Other Exports 10,206,598 10,547,671 9,215,835 11,279,952 
Total Exports... 49,398,536 51,174,318 55,598,597 59,159,532 
: | 
Exporting Industry 
(Order of 1913). 1908. 1909. 1910. 1911. 
£ £ £ £ 
I.—Linen 10,167,234 13,796,903 15,577,311 14,952,140 
II.—Cattle 10,935,197 10,751,550 11,454,285 9,566,393 
III.—Bacon 3,249,170 3,588,235 | 3,863,176 3,654,065 
IV.—Poultry 3,560,449 3,753,465 3,703,628 3,826,074 
V.—Butter 4,185,180 3,836,476 3,820,501 3,929,540 
VI.—Steamers ... ... 2,900,000 | 2,175,000 _ 3,500,000 4,450,000 
VII.—Cotton Goods ... 1,468,947 | 1,653,702 | 2,086,437 2,434,455 
VIII.—Brewing 1,931,239 | 1,938,977 | 2,129,193 2,200,592 
IX.—Whisky 2,299,964 | 1,739,979 2,045,300 2,050,199 
X.—Woollens ... 1,247,285 | 1,347,768 | 1,700,374 1,679,411 
XI.—Sheep 1,723,223 | 2,104,339 1,893,403 1,659,781 
XII.—Horses 1,347,225 1,369,395 | 1,492,015 1,473,690 
XIII.—Pigs ... 1,332,258 | 1,451,605 1,332,312 1,331,928 
Total (above) ... 46,347,371 | 49,507,392 54,597,935 53,208,268 
Other Exports 11,067,606 | 11,536,763 11,388,855 11,999,773 
Total Exports ... 57,414,977 | 61,044,155 65,986,790 | 65,208,041 
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TABLE II]—continued. 
] 




















. . | | | 
Oraeetisiay”? | | 1012| Stn, | roid. | 915, 
| | 
£ | £ | £ £ 
I—Linen .,._ ... 16,413,532 16,572,208 | 16,546,932 |- 17,762,884 
IL—Cattle ... ... 8,236,868 | 15,464,468 | 14,345,161 | 16,826,617 
IIIl—Bacon ... ... 4,510,367) 4,430,061 | 4,372,096 | 5,686,009 
IV.—Poultry ... ... 4,007,693 | 4,048,088 | 4,487,326 | 6,223,905 
V.—Butter ... .... 4,395,783 | 3,954,611 | 4,924,024 | 6,164,636 
VI.—Steamers ... .... 3,361,500 | 3,148,000 | 6,703,250 | 4,721,500 
VII.—Cotton Goods ... 2,664,984 | 2,722,350 | 2,275,174 | 2,519,523 
VIII.—Brewing ... .... 2,379,855 | 2,554,044 | 2,756,363 | 2,817,640 
IX.—Whisky ... .... 1,960,136 | 2,008,500 | 1,930,377 | 1,859,977 
X.—Woollens ... .... 1,837,375 | 1,852,554 | 1,947,709 | 2,551,859 
XL—Sheep ..._...,__ 1,877,674 | 1,784,142 | 1,915,711 | 1,860,438 
XIL—Horses ... .... 1,627,040 | 1,703,260 | 1,431,045 | 1,121,520 
XIIL—Pigs ... ... ...! 1,802,053 | 1,024,197 736,688 | 1,172,139 
| 

Total (above) ... ... .... 54,624,860 | 61,246,483 | 64,371,856 | 70,288,647 
Other Exports... ...._ 12,557,118 | 12,639,927 | 12,939,196 | 14,174,761 
Total Exports... ... .... 67,181,978 | 73,886,410 | 77,311,052 | 84,463,408 


| 





compulsory tillage of Irish farms is being enforced as a war-time 
necessity, it may be useful to point out that the popular notion, 
that of Live Stock being the principal source of wealth to the 
Irish farmer, is a popular delusion. Even when tillage was at 
its lowest in Ireland the new wealth produced by Crops was always 
greater than the new wealth produced by the Live Stock industry. 
Take the year 1908, for which the “ Output” of Irish Agriculture 
was specially calculated for the Census of Production. This cal- 
culation showed, in round figures, that the Crops of Ireland in 
that year produced value for 30 millions sterling ; that 24 millions 
sterling was the value of those Crops which were fed to Live Stock 
on the farms—leaving 6 millions sterling for the “ Output” as 
Crops merely. The same calculation showed that Live Stock pro- 
duced in that year value for 41 millions sterling, of which nearly 
1 million sterling was used on the farm, such as milk fed to calves, 
etc.—leaving 40 millions sterling for the “ Output ’’ as Live Stock 
merely. But 24 millions of Crops went to the producing of that 
Live Stock ; in other words, the Live Stock business added another 
16 millions sterling to this 24 millions sterling of Crops value. The 
figures for 1908, therefore, amount to this: that Tillage raised 
30 millions sterling of new value and the Live Stock business 
added another 16 millions of new value to that; even in that 
year of low tillage, the new wealth produced by Crops was close 
on double the new wealth produced by Live Stock. That was 
the showing of the Census of Production in 1908. 
a . C. H. OLDHAM 
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EXTRACTS FROM GERMAN PERIODICALS RELATING TO THE WAR. 


THE best means of helping war-disabled soldiers is the subject 
of two articles in the Graphische Presse of March 15th and 22nd. 
Had the war been short, it is remarked, the kindness shown to 
men by their colleagues, would have ensured that no wounded 
soldier was neglected; but in course of time sympathy becomes 
blunted, and men have too many hardships and sorrows of their 
own to be able to feel, as they once did, for those of others. 
There is reason to fear that employers under pretext of charity 
will avail themselves of the presence in great numbers on the 
labour market of wounded soldiers in order to lower wages gener- 
ally. Associations are being formed under the auspices of the 
trade unions to afford legal advice and other kinds of help to the 
disabled. 

A memorial addressed by the German National Association of 
Yommercial Employees to the German legislative bodies contains 
suggestions for increasing the numbers and improving the quality 
of the population. The shrinkage of the birthrate should be 
combated by a grant of “ maternity aid.” The war has made 
the grant of such aid a necessity. Without this grant many 
children would be lost to the country, since the wives of soldiers 
find the allowance made them by the State and the Commune 
insufficient to pay the costs attendant on confinement. The ad- 
vantages of this aid are so obvious that it ought certainly to be 
continued into the peace period. The fund from which the aid is 
given should be raised by contributions from each family, sup- 
plemented by additions from the State. Every female, so soon 
as she has reached the age of 16, should be compelled to con- 
tribute to this fund until she passes the age of child-bearing. This 
contribution should be graduated according to income. The 
relief, too, is to be graduated according to income, and according 
to the number of children already in the family. If, besides the 
newborn child, there are no other children, maternity aid is to 
be granted when the yearly income is less than Mk.3,000 (£120). 
For every fresh child the limit of income is raised by Mk.250. 
Families with more than Mk.5,000 yearly do not receive any aid. 
The maternity aid will be granted equally to unmarried mothers. 
The memorial also contains recommendations for the education 
of women which may thus be summarised :—The profession of 
wife and mother is to form the central point of all the education 
and training of young women. All girls between 14 and 18 
years of age are to be compelled to attend a course of household 
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instruction at the continuation school. Professional instruction 
for gaining a livelihood is not to be obligatory, but voluntary, 
and no inducements are to be held out to girls by authorities or 
public bodies to take this voluntary course. Families would be 
provided with suitable homes by regulations such as the follow- 
ing :—The Bundesrat should take steps to introduce without delay 
a system of Imperial Housing Insurance, in connection with the 
insurance of employees. The funds for this insurance shall be 
raised by the obligatory contributions of unmarried insured per- 
sons and insured childless married couples, which contributions 
the employer shall share. Housing allowances shall be granted 
to insured persons on and after the birth of a third child, each 
succeeding child entitling to an additional grant. The housing 
allowance may be transmuted into a capital sum for the object 
of acquiring a home. 

In the Norddeutsche Allgemeine Zeitung (April 10th) Dr. 
Schulte argues that emigration after the war—especially to coun- 
tries which have been at war with Germany—should be dis- 
couraged. Whereas through emigration the percentage of those 
requiring support at home compared with that of those who are 
able-bodied becomes less favourable, emigrants should be made 
liable for the expense that each has cost the State, and thus con- 
tribute towards supporting those left at home who are unable to 
work. The Government is also interested in seeing that pros- 
pective emigrants go to a suitable climate, so that they do not 
lose their health and return to their Fatherland only to be a 
burden to it. 

In the Konfektiondr (April 18th) it is maintained that Germany 
must demand a war indemnity in the shape of raw materials— 
from America in particular. Professor Wohltmann, manager of 
the Agricultural Institute at Halle University, after reviewing 
in detail the possibilities of various agricultural products from 
abroad, concludes :—Germany, then, is faced by the danger of 
becoming once again a more or less agrarian State, and can 
only be saved from that fate by a victorious peace, which would 
make it possible for her to draw the necessary raw materials in 
sufficient quantities from her own colonies and other overseas 
districts. 

In the Wirtschaftszeitung der Zentralmdchte (March 22nd) 
Dr. Uetrecht argues that in view of the inevitable economic war 
it will be necessary for Germany to “ penetrate’ economically the 
countries accessible to her—the Balkans, Black Sea districts, Cau- 
casia, Persia. It will be necessary to create economic pioneers— 
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business men of all sorts—who will have every facility given them 
to go Eastwards and purchase raw materials; they must be en- 
couraged and financed. Money must not be allowed to go over 
the Rhine to Western countries. Under proper organisation the 
Black Sea States will furnish Germany with their surplus corn 
and cattle. Textiles, leather, ores, timber, oil can be imported 
and potash exported to the Balkans, the Ukraine, etc., instead of 
to America. The first essential for German trade prosperity is 
independence. 

The Pester Lloyd (April 18th) anticipates a great development 
of German trade with Russia. The whole production of Russian 
industries, as compared with peace time, has fallen to about 5 per 
cent. The production of raw materials and half-finished goods 
in the heavier industry has decreased to a minimum, for which 
the shortage of coal is mainly responsible. Sugar production has 
fallen from Pud 100 mill. to Pud 40 mill., and next year will 
hardly exceed Pud 20 mill. The chemical industry is almost at 
a standstill, and the once famous chocolate and confectionery 
are no longer made. There is, in fact, a shortage of everything in 
Russia, and it is necessary to make it possible for far more goods 
to be imported than heretofore. There is a dearth of coal, zinc, 
manganese, silicon, wolfram, leather, graphite, girders, rails, 
wire of all kinds, cement, bricks, belting, ropes, valuable lubri- 
cants, stuffing, packing, industrial materials, planes, milling 
machines, tools, files, hammers, pickaxes. Germany and Austria- 
Hungary are given a great and new field for exports, especially 
for agricultural implements, e.g., plough-shares, scythes, sickles, 
etc. 

In the Welthandel (April 15th) Dr. Weber, a functionary of 
the Imperial Economy Office, develops a scheme for creating 
economic offices for the various branches of industry which are 
to be formed from the representatives of trade, industry and 
handicrafts concerned. Their main task will be the rationing of 
the various business concerns when raw materials are given out 
and the distribution of the masses of supplies of all kinds set free 
by the military authorities, for it is of the utmost importance 
that delivery should be made to all works alike, that no prefer- 
ence should be shown to the larger concerns, and_ that 
those business establishments that have been closed down should 
be able to resume working as soon as possible. Assurances have 
already been given from official sources that trade will be com- 
pletely restored to its old activities. There is to be no notion of 
centralisation, but each individual will be free to make his 
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purchases himself. But at the same time, Dr. Weber argues, a 
certain measure of control is inevitable, having regard to the 
exchange and the urgency of the demand. It is essential that 
trade should be at liberty to make advance purchases in foreign 
countries so far as this is possible on credit. The Imperial 
Economy Offiée, says Dr. Weber, gives the assurance that in 
case it should be necessary later on to confiscate these advance 
purchases every possible regard will be paid to the interests of 
the purchasers, and that they will be repaid in full the original 
outlay, together with all expenses, and will be given a bonus cor- 
responding to the risks they have incurred. 

Plutus for March 27th contains a severe criticism of a plan 
proposed by D. A. Schleimer for paying off the German war debt, 
the interest on which he reckons at Mk.5 milliards (£250 millions). 
A new War Debt Redemption Office is to be empowered to buy 
back the war loans and to issue war debt loans; for use within the 
Empire, to the amount of the redeemable war loans. They will 
count as legal tender within the German Empire and Colonies. 
The war loans will be bought back with this new money. The 
previous holders can invest as they wish the capital returned to 
them in this legal currency. The State then has no further in- 
terest to pay. The writer in Plutus estimates the annual charge 
of the debt plus pensions as Mk.14 milliards (£700 millions), im- 
putes to Schleimer a confusion between capital and money, and 
concludes that the interest on the war debt must be paid in the 
traditional way. 





OFFICIAL PAPERS 


Third Report of the Central Control Board (Liquor Traffic). 
[Cd. 8558.] 3d. The decrease in convictions for drunkenness, not 
only of men—which might have been attributed to the withdrawal of 
men for the Army—but also of women, testifies to the beneficial effect 
of the Board’s work, which is reviewed in detail. 

Fifty-third Annual Report of the Registrar-General for Ireland. 
[Cd. 8647.] 9d. The marriage rate, 5°13 per 1,000 of population, 
for 1916 was below the average of the decade 1906-1915. The birth- 
rate, 21'1 per 1,000 and the death-rate 16°46, were also each below 
the corresponding average for the previous decade. 

Census of England and Wales. Vol. XIII. ‘“ Fertility of 
Marriage.’’ [Cd. 8678.] 1917. 4s. The volume contains only 
tables, the interpretation of which is deferred till after the war. 

Tables relating to the Trade of British India with the British 
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Empire and Foreign Countries, 1911-12 to 1915-16. [Cd. 8910.) 
An abstract of the annual statements issued in India. 

Statistical Tables relating to Banks in India. (No. 461.) The 
third issue of the series. 

Final Report of the Committee on Commercial and Industrial 
Policy after the War. ([Cd. 9035.) 9d. Recapitulating interim 
reports, the Committee make numerous recommendations, of which 
only a few compressed specimens can be noticed here. The present 
prohibition of imports from enemy countries should be continued for 
at least twelve months after the war. As to the supply of cotton 
and other materials, it is advisable that the Empire should he capable 
in an emergency of being self-sufficient. Aliens are to be admitted 
to do business in this country (with some precautions). Combina- 
tions among manufacturers are approved of, and should be legalised. 
The control of capital issues should be relaxed after the war. 
Saving should be promoted by taxation of wasteful consumption. 
The income-tax requires to be reformed. ‘‘ Dumping’’ must be 
prevented, possibly by measures like those enacted by Canada, and, 
recently, the United States. Alive to the importance of not dis- 
couraging British exports by increasing the cost of imported 
materials, the Committee would confine protection by means of 
Customs duties to (1) ‘‘ key ’’ or ‘* pivotal ’’ industries; and (2) some 
others essential to economic strength. Such protection is not to be 
accorded until after a searching examination by a competent and 
independent authority; for the constitution of which suggestions are 
offered. Preferential treatment should be accorded to the Overseas 
Dominions and Possessions in respect of any Customs duties now 
or hereafter to be imposed in the United Kingdom. Many of the 
conclusions are negative ; for instance, against an Imperial Develop- 
ment Board, an Imperial Bank of Industry, a comprehensive tariff 
scheme covering all imports, the metric system, and decimal coinage. 


OsiTUARY—LoRD CoURTNEY OF PENWITH | 


THE Royal Mconomic Society has to lament the loss of one of 
its Vice-Presidents by the death of Lord Courtney on May 11th, 
1918, in his eighty-sixth year. 

Born at Penzance on July 6th, 1832, Leonard Henry Courtney 
became a scholar of St. John’s College, Cambridge, in 1851, was 
Second Wrangler and bracketed equal with the Senior Wrangler 
as Smith’s Prizeman in 1855, a Fellow of his College in 1856, 
joined the staff of The Times, and sat for twenty-four years, from 
1876, in the House of Commons as Member for Liskeard until 1885, 
and then for the larger constituency of Bodmin in which Liskeard 
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had been merged. He was in turn Under-Secretary for the Home 
Department, for the Colonies, Financial Secretary to the Treasury, 
and Deputy Speaker of the House of Commons, and was created 
a peer in 1913. 

This is not the place in which to discuss his political views and 
career, or his volume on The Working Constitution of the United 
Kingdom and its Outgrowths, 1901, but mention should be made 
of his services on the Royal Commissions on Labour, Indian Ex- 
penditure, the Amalgamation of the City and County of London, 
Lighthouse Dues, and Gold and Silver, on which his economic 
studies stood him in good stead. 

In 1860 he published a pamphlet on Direct Taxation in which 
he severely criticised Babbage, G. W. Hemming, John Stuart 
Mill, and John Bright, and maintained that capitalisation of the 
value of property was the only just and practicable method of 
assessment for direct taxation. In 1868 he read a paper on the 
Finances of the United States, 1861-67, before the Royal Statis- 
tical Society, of which he subsequently became President. For 
a brief interval (1872-75) he filled the Chair of Political Economy 
at University College, succeeding his friend Cairns, and preceding 
Jevons. He contributed the section on Finance to Mr. Hum- 
phry Ward’s Reign of Queen Victoria, 1887, and supported the 
cause of international bimetallism by specch and pen. His interest 
in economics was maintained to the end. The Political Economy 
Club had few more faithful members. Elected in 1869, he was 
the doyen of the Club at the time of his death. It is, perhaps, 
pardonable to quote from the diary of Henry Sidgwick under the 
date of March, 1885, ‘“‘ Went up yesterday to the Political 
Economy Club... . Thorold Rogers knows a little and thinks 
he knows all there is to be known. Courtney knows a good deal 
in his old-fashioned style and must be confirmed in his economic 
orthodoxy by his justifiable consciousness of his superiority to 
almost everyone else there.” Of late years he intervened less 
frequently in discussion, but never failed to show the clear, logical, 
impartial and independent judgment which was one of his strong 
characteristics. 

Those who knew Lord Courtney well loved and admired him 
most. From the frailties and follies of human nature he seemed 
immune, and with his unswerving devotion to the truth as he saw 
it he neither suffered fools gladly nor allowed personal loyalty to 
bias his opinion. It was perhaps characteristic of a Philosophical 
Radical who had known Babbage, and John Mill, and Macaulay, 
and other infant prodigies of the Victorian age, that he asked 
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me in my twelfth year whether I had begun to study Political 
Economy—a question which made me resolve to do so in later 
life. The charge of insularity which is (or was) levelled against 
the Englishman is intensified in the peninsularity of the natives 
of Cornwall. ord Courtney was so devoted to his county that his 
nearest friend once interrupted us in a conversation with: “ I 
know what you two are saying—‘I am a Cornishman. Thou art 
a Cornishman. He is not a Cornishman!’” Let his elegy be: 
The last great Cornishman is low. 

Lord Courtney married in April, 1883, Miss Catherine Potter, 
a sister of Mrs. Sidney Webb. Lady Courtney’s interest in the 
dwellings of the poor and in other social problems contributed to 
make her an invaluable helpmeet to one whose fortitude shone 
the more under the affliction of partial blindness which he bore 
with the bravery of his friend Fawcett, and which he did not 
allow to prevent him from keeping abreast with the life of the 
day in literature, art, and politics. His funeral oration over 
Herbert Spencer might well be spoken anew of himself. Unlike 
Spencer he had a saving sense of humour and a vein of tender- 
ness. He lived a full and fruitful and inspiring life. In a letter 
to me shortly before his death he described himself as ‘‘ a lagging 
veteran.” But the end, when it came, was all too sudden. We 
have lost a great-minded and great-hearted man. 

Henry HicGs 


CURRENT ‘L'OPICS. 


THE following have been elected to membership of the Royal 
Economic Society :— 


Beltran, P. G. 
Boag, H. 
Carter, S. 
Cravath, P. D. 
Croll, G. (life). 


Mookerjee, N. N. 

National Bank of Commerce, 
New York. 

Nelson, C. H. 

Rushforth, F. V. (life). 





Datta, S. 
Edmonds, J 
Edwards, J. P. 
Eybers, G. van W. 
Gay, Jules. 

Grant, J. C. 
Inouye, 8. 

James, A. 


Johnson, Capt. G. B. 


Seeger, L. 
Shields, B. F. 
Smallwood, R. C. 
Smith, A. D. 
Springer, L. 


Troy, M. P. 
Ward, J. S. M, 
Welch, H. .J 


Thompson, W. H. N 
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The following have been admitted to library membership :— 


University College Library, Cork; Forman Christian College 
Library, Lahore; Ministry of Commerce Library, Paris. 


Tue Society’s Annual Meeting was held at 9, Adelphi Ter- 
race, at 2.30 p.m. on Wednesday, May 15th, the Treasurer, Mr. 
Alfred Hoare, being in the Chair. The accounts submitted for 
the year 1917 showed a surplus of income over expenditure amount- 
ing to £315 as compared with £3565 in the previous year. The 
Secretary's Report showed that fifty-two new Fellows were elected 
during the year against forty-three lost by death, resignation, or 
default, the number of Fellows and library Members on Decem- 
ber 31st, 1917, being 799. 


Tae Industrial (War Inquiries) Branch of the Board of Trade 
is from henceforth to be merged in the new General Economic 
Department of the Board of Trade, except so far as statistical. work 
is transferred to the Statistical Department of the Industrial (War 
Inquiries) Branch. Dr. Clapham is Deputy Director, and he has 
arranged to give the whole of his time to this and his other duties 
at the Board of Trade until the end of the war. Professor Pigou 
is also engaged for a large part of his time on special work in the 
same office. All economists will welcome the establishment at 
the Board of Trade of the General Economic Department, which 
has been placed in charge of Professor Chapman, who has resigned 
his Chair at the University of Manchester to take up his new 
duties. The new department was thus referred to in the official 
paper describing the reorganisation of the Board of Trade :— 
“In addition to the above departments charged with dealing with 
special groups of subjects, a new and important section will be 
created under the title of ‘General Economic Department’ for 
the purpose of assisting the Permanent Secretary in relation to 
questions involving economic policy, especially those which, owing 
to their generality or novelty, extend beyond the sphere of any 
special department. In the near future it is certain that ques- 
tions of this nature, often of the greatest importance, will con- 
tinually arise and need careful watching and handling, especially 
in their earlier stages. The new section will supply the necessary 
organisation for this purpose. It will (inter alia) take over any 
of the duties of the temporary * Industrial (War Inquiries) Branch’ 
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ot the Board of Trade which are not transferred to the Statistical 
Department. The section will have no executive functions but 
will be charged with the duty of systematically studying the 
general economic position of the country and the problems arising 
therefrom.” 


THE Chancellor of the Exchequer announced on March 21st, 
1918, that he had appointed a Committee with the following terms 
of reference :—To inquire into and report upon: (1) the actual 
increase since June, 1914, in the cost of living to the working 
classes, and (2) any counterbalancing factors (apart from increases 
of wages) which may have arisen under war conditions. The Com- 
mittee is constituted as follows:—Lord Sumner (Chairman), 
Professor Sir William Ashley, Professor A. L. Bowley, Mr. W. 
Coggan, Mrs. Knowles, D.Litt., Mr. J. J. Mallon, Mrs. Pember 
Reeves, Mr. Newton E. Smith. Mr. J. S. Eagles (Latymer 
House, Piccadilly) is acting as secretary. The appointment of this 
Committee is in accordance with the Second Report of the Select 
Committee on National Expenditure (ordered to be printed 
December 13th, 1917). That Report devoted considerable atten- 
tion (§§ 16-33) to the relations between expenditure and prices; 
expressed the opinion that “the extent to which the cost of 
living has in fact increased does not appear to have been ascer- 
tained with any certainty ”; and definitely recommended that an 
inquiry should be set on foot of the scope now indicated in the 
new Treasury Committee’s terms of reference. 


Ir was announced on April 3rd, 1918, that the Agricultural 
Wages Board had appointed a Committee to inquire into the 
financial results of farming and market gardening, and the cost 
of living as affecting rural workers, under present conditions. 
It consists of six members of the Wages Board :—Sir Henry 
Rew (Chairman), Mr. George Dallas, Mr. F. W. Neame, Mr. 
Cc. S. Orwin, Mr. R. R. Robbins, Mr. R. B. Walker; and of 
three co-opted members :—Professor Sir William Ashley, Mr. 
W. Gillies, Statistical Secretary to the Labour Party, Professor 
W. Somerville, Professor of Rural Economy in the University of 
Oxford. 

Mr. A. W. Ashby and Captain Proby will act as joint secre- 
taries (Agricultural Wages Board, 80, Pall Mall, London, W.1). 
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Proressor Sik WILLIAM ASHLEY writes :—‘‘A decision has 
recently been arrived at by the University of Birmingham which 
may prove of considerable importance. It is to establish a new 
B.A. degree for students who desire to make a special study of 
Social and Political Science. Such students, having passed the 
intermediate examination will be allowed to select their second 
and third-year courses for the degree of B.A. so as to include as 
principal subjects (studied for two years) Moral, Social, and Polit- 
ical Philosophy and Economics. As subsidiary subjects (studied 
for one year) they must offer British Institutions and two of the 
following :—General European History, Methods of Statistics 
and Industrial Law (as one subject), English Literature, French, 
German, and the History of Education. The requirements for 
the degree have been planned so as to make it suitable for those 
who wish simply to fit themselves for the duties of political life, 
and for an active share in local administration. It is hoped, also, 
that the degree will be attractive to many of those who look for- 
ward to careers as teachers; as a means of fitting themselves to 
give that instruction in the duties of citizenship which is sure to 
be called for in our schools when continuation courses have be- 
come compulsory. Moreover, the degree will be very suitable for 
those who wish to prepare themselves for ‘ social work’ of a pro- 
fessional character. Nothing could be more appropriate for those 
who hope to become factory inspectors, municipal officials, welfare 
supervisors, Employment Exchange officers, and the like, than 
the B.A. in Social and Political Science, followed by a year of the 
practical training already organised by the University in connection 
with its Social Study Diploma.” 


THE Society’s Correspondent in South Africa writes to the 
Editor as follows :— 

“Sir,—Everyone who attempts to dea! with the economic 
future is bound to take into account the probable rate of interest : 
there is, perhaps, no single factor of so great importance. For 
instance, Mr. Bickerdike, in his instructive article on British 
agriculture, gives due weight to it. But sound as is his reasoning, 
his conclusions—or anyone else’s—are liable to be entirely falsified 
owing to the uncertainty of one premiss. He suggests that a bad 
exchange situation will arise owing to excessive importation, lead- 
ing to a long-continued high bank-rate, and a slump in trade. 

““ But it all depends on a factor that is not so much economic as 
psychological. Will the public continue to economise? At present 
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they are saving far more than before the war; not enough, per- 
haps, but still it must be nearly three times as much, in terms 
of money, to lend to the Government as they are doing. Instead 
of the estimated £m400 of peace-time saving, there would now 
be at least £m1,000 if it were not being blown away in gun- 
powder. If after the war this rate of saving were maintained 
there would be abundance of floating capital, the shortage of 
ships, railway plant, and houses would soon be made up, and 
difficulties would disappear like magic. But if the rate of saving 
drops to the old level or below it, then the worst forecasts of bad 
trade and industrial troubles are likely to be verified. 

“Of course, the situation will depend on the action of the 
whole world in this matter, but England, next to America, is still 
the most important country. What are the people likely to do? 
Living far away as I do I cannot even form an opinion. It would 
be most interesting if some of your readers would discuss the 
point. The only contribution I can make is to say that in the 
unimportant Colony of South Africa prosperity is so great, on 
account of the war, that accumulation is rapid, and the rate of 
interest rather lower than in England just now, and there seems 
no reason why this state of things should not continue for some 
time after the war. 

“R. A. LEHFELDT.” 

Johannesburg, February, 1918. 


[;cONOMISTS, especially those who cultivate the science of 
wealth for the sake of its bearing upon uman welfare, have suffered 
a heavy loss by the death of Sidney Ball. We have unfortunately 
been unable to prepare an adequate description of Ball’s varied 
economic activities in time for insertion in the present number 
of the Economic JouRNAL. We may at least recall gratefully his 
services to the JouRNAL. The reviews with which he enriched 
our pages and those of the Economic Review form part of his 
claim to be remembered. In these critical writings he sometimes 
allows to appear, incidentally and unobtrusively, views of his own 
more valuable than the opinions which he lucidly analyses. Thus, 
Sorel’s doctrine of violence (reviewed 1916) seems rather futile ; 
while Ball’s criticism teaches a lesson needed by economic contro- 
versialists that there may be a “ soul of goodness” in tenets that 
are primd facie absurd. Blind defiance of economic reasoning was 
no part of the Socialism which Ball ardently advocated. Rather 
he agreed with Loria that ‘‘ Sociology can only exist and can 
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only attain to the dignity of an exact science by taking as its 
point of departure the analysis of the economic fact.” As showing 
his appreciation of abstract reasoning, with some doubt as to its 
usefulness, or at least as to the utility of its last refinements, his 
remarkable review (in the Economic Review) of Professor Pigou’s 
Wealth and Welfare may be mentioned. Stimulating as were 
Ball’s writings on economic topics, he exercised an even more 
useful influence as a teacher, and as the promoter of various 
institutions directed to the increase of social welfare. The first 
meeting for the formation of Toynbee Hall was held in Ball’s 
rooms; likewise the first meeting for the formation of Barnett 
House. Ruskin College, too, is much indebted to his fostering 
care. Most truly has the Chancellor of the University of Oxford 
written, in the course of an appreciative tribute to the memory 
of Sidney Ball : ‘“‘ There was no good cause in the University with 
which he was not identified, no reasonable and liberal aspiration 
which he did not labour to promote.” To cite another authorita- 
tive witness, one who enjoyed the friendship of Ball from under- 
graduate days, and now writes of his lost friend (in the Oaford 
Magazine, over the unmistakable initials “ L.R.P.”) :—‘ The 
first years after his degree were spent almost entirely in arduous 
original study, both of metaphysics and of economics. Soon after 
he began his career as Fellow of St. John’s he felt the attractions 
of the Socialist movement, and his centre of gravity shifted some- 
what from the purely theoretic to the more practical speculation 
and thought. His wide study and observation of social life and 
problems convinced him of the weakness and dangers latent in 
much of our social structure ; also his deep human sympathies im- 
pelled him towards the main movements of educational: philan- 
thropy.” 

















RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Royal Statistical Society. 


Marcu, 1918. Urban Housing Problems. J. CALVERT SPENSLEY. 
The decline in the rate of building and the cause thereof, the 
growth of population, the provision of housing after the war, and 
other aspects of the subject, are considered in the paper and 
the subsequent discussions. The War Statistics of Poland and 
Lithuania. GEOFFREY DraGe. An exhaustive demographic 
study. Mathematical Representation of Statistics. Prof. F. Y. 
EpGeworTH. A reply to criticisms. Wholesale Prices of Com- 
modities. Eprror of The Statist. The Sauerbeck index number 
for 1917 was 174, relative to the period 1867-77. (The corre- 
sponding figure for each of the years 1912, 1913, 1914 was 85.) 


The Nineteenth Century. 


Marcu, 1918. Capital and General Progress. W HH. Ma.uocx. 
With reference to Lord Leverhulme’s optimistic statements in 
The Observer of January 20th, 1918, reforms required for 
realising his hopes are proposed. The Past and Future of Rail- 
ways. J. H. Batrour-Browne. Referring to the evils of the 
competitive past, the writer advocates the purchase—but not 
the operation—of railways by the State. ; 

Apri, 1918. Coal, Iron, and the Domination of the World. 
J. Exits Barker. The connection between the two minerals 
and domination is illustrated by statistics. The Revival of 
Village Social Life. ViscouNTESS BARRINGTON. 

May. Britain’s True Wealth and the Unimportance of War Debt. 
J. Exuis Barker. .‘‘ The riches of the British Empire are 
gigantic beyond all conceptions, and are absolutely unfathom- 
able.’’ Food Money. Frank Morris. Rationing the amount 
of money spent on food, rather than the amounts of each food, 
is advocated as affording among other advantages greater free- 
dom of choice, encouragement of production, and discourage- 
ment of maximum prices. Cv-partnership versus Labour Un- 
rest. NEVILLE PrresTLEY (Managing Director of the South 
Indian Railway Company). 


Contemporary Review. 
Marcu, 1918. A Levy on Capital after the War. F. W. Prruick 
LAWRENCE. The revenue required being at least £700,000,000, 
and the revenue obtainable from taxation at present rates, with- 
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out the excess profits tax, £420,000,000, the gap had best be 
filled by a levy on capital of three classes: (1) Desired by the 
State for other reasons—e.g., perhaps railways; (2) held by the 
State for the sake of income—e.g., trustee securities ; (3) accepted 
as security for ultimate payment in other ways. A suggested 
graduation from 1 per cent. to 11 per cent. would bring in about 
£900,000,000. To pay off the whole debt the percentages would 
have to be multiplied by seven. 

Aprit, 1918. The Deficit Ahead. Sir Cuartrs Mauuet. A levy 
on capital would discourage saving, and, unless exceeding 10 
per cent., would only extinguish a fourth part of the debt. ‘‘ It 
might leave us with a 7s. 6d. income tax, and an uneasy feeling 
that it had not been worth while.’’ Sinn Fein and Labour in 
Treland. MicwaeL MAcbonaGH. 


The Fortnightly Review. 

ApriL, 1918. Women and the Civil Service. Euizaseto ‘S. 
Haupane. Agriculture after the War. E. Upson. With 
special reference to discharged soldiers, small holdings are advo- 
cated on grounds of social welfare as well as economic progress. 

May. Profiteering. J. H. Batrour-Browne, K.C. The enterprise 
of the adventurer—well distinguished from interest and the 
wages of superintendence—is a requisite for production. Like 
copyright and patent laws, profits are necessary, but should 
be limited. 


Better Business (Dublin). 


Fesruary, 1918. Report of a Bacteriological Investigation of the City 
of Dublin Milk Supply. Dr. Houston. The greater part of the 
supply is found to fall short of a reasonable standard of purity. 
Farmers’ Associations. J. E. GroGHecan. Agricultural 
Traders. R. N. Twkepy. Hodgson Pratt and his Memorial. 
J.J. Dent. An account of the philanthropic co-operator and of 
the Society, which, in memory of Hodgson Pratt, provides for 
essay prizes, travelling scholarships, and like purposes. Labour 
Conditions in Dublin and the Coming Revolution. I. That 
the conditions are alarming is established by instances of 
budgets compiled by the Leo Guild in the spring of 1917 for 
families and women working independently, with reference to 
the cost of living. While £2 would be required fcr a married 
man with three children to live healthily, the average for four 
families of that size was only 30s. 3d. The average income of 
working women is appallingly small. 


Indian Journal of Economics (Allahabad). 


JaNuARY, 1918. The Art of Economic Development. Part I. 
H. StanutEy JeEvons. The Study of Rural Economics in South 
India. GiteertT Suater. The Relation between Interest and 
Discount. D. A. BARKER. 


(Juarterly Journal of Economics (Cambridge, Mass.). 


Fepsruary, 1918. The Fertiliser Needs of the United States. H. J. 
Wueeter. The Government and the Newsprint Paper Manu- 
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facturers. E. O. Mercuant. Our Large Change. The de- 
nomination of the currency. E. E. Accer. The Founders, the 
Molders, and the Molding Machine. Marcaret L. Strecker. 
French Railway War Finance. S. E. Howarp. Labour Prob- 
lems in the United States during the War. IL. B. Wentz. 


The American Economic Review (Cambridge, Mass.). 


Marcu, 1918. State Market Commission of California. Carb 
PuLEHN. Price Maintenance. H. R. Tospau. The Overdraft 
Evil. N. R. Wuitney. Government Control of the Wheat 
Trade in the United States. W. M. Durrus. Mandeville in 
the Twentieth Century. S. N. Parrens. The views of Prof. 
Seligman and others upon war finance are controverted. 

A Supplement to the Review contains the Proceedings of the 
Thirteenth Annual Meeting of the American Economic Associa- 
tion (December, 1917). Among the subjects discussed thereat 
were taxes upon incomes and excess profits, the future of inter- 
national law, employment and the war, money and prices with 
reference to war finance (papers read by Prof. B. M. Anderson, 
who advocated price-fixing, and by Prof. Irving Fisher). 


Political Science Quarterly (New York). 


Marcu, 1918. The War Revenue Act. E. R. A. Sevicman. The 
Act of October 8rd, 1917, which added at a stroke over two and 
a half billions (£500,000,000) to the revenue, is examined and 
found to possess some removable defects along with lasting 
advantages. 


Journal of Political Economy (Chicago). 


January, 1918. Economics and Modern Psychology. I. J. M. 
Cuark. The Price System and Social Policy. W. H. Hamin- 
TON. The Function of Economic Theory. C. E. Ayres. 

Fepruary, 1918. Haport Trade Problems. W. Notz. The War's 
Effect on English Trade Unions. O. Trap. Economics and 
Modern Psychology. Il. J. M. Cuark. The Kconomie 
Function of Common Law. Homer Hoyr. 

Marcu. The Place of Value Theory in Economics. W. H. Hamit- 
ToN. The Waiting Period in American Compensation Acts. 
I. M. Rupinow. Mechanical Evolution and Changing Labour 
Types. C. Reirenn. The Transcontinental Rate Structure. 
Paut D. CONVERSE. 


The Annals of the American Academy of Political and Social 
Science (Philadelphia). 


Marcu, 1918. This number is devoted to War Adjustments in Rail- 
road Regulation. 


Bureau of Labour Statistics (Washington). 


Among recent publications may be noticed Wages and Hours of 
Labour in the Iron and Steel Industry (October, 1917), Retail 
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Prices from 1907 to December, 1916 (November, 1917), and a 
corresponding volume on Wholesale Prices. The Monthly 
Review continues to form a useful guide and companion to the 
publications of the Bureau. 


‘Journal des Economistes (Paris). 


January, 1918. Le Marché Douanier en 1917. A. RAFFALOVICH. 
Les nouvelles dispositions budgétaires pour 1918. KE. Faucx. 
Les Caisses d’Epargne et la Guerre. G. DE Nouvron. 

Fepruary. L’Année économique et financiére en Autriche. A. 
RAFFALOVICH. L’Industrie textile frangaise pendant la Guerre. 
A. Pawxtowski. Le nationalisme économique en Espagne. 
R. MARVAUD. 

Marco. La Banque d’Angleterre. A.  Rarratovicn. Le 
Budget des Services Civils de l’Ezercice 1918. E. Fatcx. 
La Concurrence Internationale et la Guerre. FERNAND-FacqQ. 

ApriL. Projets de réorganization économique de la France. Yves 
Guyor. Le prochain Budget britannique, 1918. W. M. J. 
Wituums. L’enquéte parlementaire sur les dépenses publiques 
en Angleterre. A. RAFFALOVICH. 


L’ Economiste Francais (Paris). 


M. Edouard Payen continues his interesting series of studies on 
important articles of commerce. Those recently noticed present 
in general the common attribute of rise in price and shortage of 
supply. For instance, the European supply of raw silk. nas 
fallen off since 1915, while the price has been more than doubled. 
To that rise there contribute the cost of transportation and the 
distraction of foreign exchanges—a variety of factors not 
encouraging to those who think it a simple matter to fix prices 
by decree. The high price would probably have checked the 
demand for silk, but that it has been wanted as a substitute for 
wool and cotton. The price of cotton, too, is about double what 
it was before the war. The author does not connect the general 
rise of prices with conditions affecting the supply of money. He 
simply records that the production of gold, which reached its 
highest point, in value about £94,000,000, was less in 
1917 by more than two million ounces. Among other metals 
may be mentioned platinum, of which the price has more than 
doubled since 1914. In the use of the metal for ornament, the 
high price has acted rather as a spur than a check to consump- 
tion, owing to the kind of ‘‘ snobisme’’ which prefers expensive 
jewellery. The troubles of Russia have greatly restricted the 
production of platinum. The supply of manganese, so important 
in the manufacture of steel, is, fortunately, more diversified. 
The record in respect of high prices seems to belong to paper, 
and the materials from which it is made. Recent prices for 
ten different kinds of paper in France—papier de journal, papier 
a écrire, ete.—compared with mean prices before the war, show 





on an average (the median) a rise of 500 per cent. The price of 
printing paper in England has trebled. 
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Le Musée Social (Paris). 

January, 1918. La guerre et la repopulation. J. Courmont. The 
retardation of the French population in comparison with other 
nations is exhibited statistically; und the ‘‘ science of pueri- 
culture ’’ is prescribed among remedies. 


De Economist (La Hague). 

Fresruary AND Marcu, 1918. These numbers are largely concerned 
with monetary questions. The views of Dr. VERRwWN Stuart 
concerning the future of gold expressed in a recent discourse 
are summarised by Dr. H. BorpEwik. Dr. VERRIJN STUART 
himself contributes an elaborate appreciation of the new theory 
of money contained in Liefmann’s Geld und Gold, approving 
that author’s dissent from the quantity theory, and some but 
not all of his other views. G. M. Boissevatn also contributes 
an article on the theory of money. 


Jahrbiicher fiir Nationalékonomie und Statistik (Jena). 

January, 1918. Die soziale Theorie der Verteilung und des Wertes. 
I. R. StotzMann. Referring specially to M. Tugan-Baranowsky’s 
Theorie der Verteilung (1913) and Liefmann’s Wirtschaftlehre 
(1917). Die dffentliche Erndhrungswirtschaft. Dr. Wty 
KREBS. 

Fesruary. Die Soziale Theorie, IU. KR. Svonzmann. Die Kriegsan- 
lethen Deutschlands and Oesterreich-Ungarns, I]. H. K6ppr. 


Giornale degli Economusti (Rome). 
Fesrvuary, 1918. Teoria dell’ ammortamento dell’ imposte.  B. 
Griaziotti. I problemi economici del dopo-guerra in Sardegna. 


M. VINELLI. 
Marcu. La reazione contra il militarismo economico in Germania. 


C. Brescrani-Turronrt. Riforma monetaria di guerra. B. 
STERPONI. 


La Riforma Sociale (Turin). 

JANUARY AND Ferpruary, 1918. ‘‘ Cid che non si vede’’ del costo 
della guerra. G. Prato. The arguments of the paper read 
before the Turin Academy of Sciences, which is summarised in 
THE Economic Journau for 1917, p. 585, recur here. Corso dei 
Cambi, Sbilancio Commerciale e Circulazione Cartacea. 


NEW BOOKS. 
English. 


D’Acosta (UrRiEL). Peace Problems in Economics and Finance. 
London: Routledge. Pp. xvi+165. 2s. 6d. net. 

Alcohol: Its Action on the Human Organism. London: Stationery 
Office. 2s. 6d. net. 

[This impartial inquiry shows that we know very little as to the effect 
on the human organism of alcoholic drinks taken in moderate quantities and of 
usual strength.] 
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Bentinck (Lorp Henry). Industrial Fatigue. London: King. 
1918. Pp. 43. 

[The observations obtained by the Committee on the Health of Munition 
Workers as to the relation between hours of work and output, together with 
some earlier experiences, are lucidly presented.] 

CarTER (Rev. Henry). The Control of the Drink Trade. A Con- 
tribution to National Efficiency. With a Preface by Lord D’Abernon. 
London: Longmans. 1918. 7s. 6d. net. 

[A description and favourable estimate of the action of the Central Control 
Board.] 

Cuapman (S. J.). Labour and Capital after the War. A series 
of essays (by several writers). Edited by 8. J. Chapman. London: 
Murray, 1918. Pp. 280. 


[To be reviewed.] 


Cities Committee of the Sociological Society. Papers for the 
Present. (1) The Modern Midas. (2) The Banker’s Part in Re- 
construction. London: Headley. Pp. 16 and 36. 6d. (each paper). 

[The outcome of a Committee whose purposes are, inter alia, to “raise the 
life-standard of the people and the thought-standard of schools and universi- 
ties”; to regulate “the present unacknowledged use of public credit by 
bankers,” and subordinate it to ‘‘the new communitary uses’’; to make “indi- 
viduals more socialised and communities more individualised.”] 

Evans (Ricwarpson). The Conditions of Social Well-being Con- 
sidered in the Light of the War. Wimbledon: Trim. 1917. Pp. 46. 


Forrest (Rev. J. R. C.). The Agricultural Labourer and the 
Minimum Wage. With a preface by the Bishop of Oxford. Re- 
printed from ‘‘The Commonwealth.’’ Tetchworth: Wardman. 
ro. 1d. 

[A claim for an increase of the present minimum wage, 25s., the inadequacy 
of which, at present prices, is shown by a family budget which the writer has 
verified.] 

JENNINGS (H. J.). The Coming Economic Crisis. London: 
Hutchinson. Pp. 136. 38. 6d. net. 

[Reproduced in part from the Quarterly Review and other periodicals.] 


Macara (Str Cwarzes). Capital and Labour. Ashton-under- 
Lyne: Cotton Factory Times. Pp. 12. 

[A series of articles on Conscription of Wealth, Industrial Reconstruction, 
etc. Reviewed above. ] 

New Towns after the War. An Argument for Garden Cities. 
By New Townsmen. London: Dent. 1918. Pp. 84. 

Raprorp (GEORGE). Our Daily Bread. London: Constable. 
Pp. 127. 

[By the Editor of Our Land.} 

Rosertson (Ricut Hon. J. M., M.P.). The Economics of Pro- 
gress. London: Fisher Unwin. Pp. 298. 

[To be reviewed.] 

Unwin (GEorGE). Finance and Trade under Edward III. Man- 
chester: University Press. 1918. Pp. 360. 

[To be reviewed.] 

Watton (Cecit). The Great Debenture, or the Passing of the 
National Unrest. Glasgow: Maclure. 1918. Pp. 71. 1s. 2d. net. 


[A collection of papers dealing with co-ordination of economic factors and 
kindred topics. ] 
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ZimMeERN (A. E.). The Economic Weapon in the War against 
Germany. London: Allen and Unwin. 1918. Pp. 20. 


[From evidence as to the state of siege to which Germany has been subjected 
it is concluded that the economic weapon is the most powerful in the armoury 
of the Allies.] 


American. 


Bascock (Magor-GENERAL G.). The Taylor System in Franklin 
Management. Application and Results. New York. 1918. Engin- 
eering Magazine Co. $3. 


CUMBERLAND (W. W.). Co-operative Marketing. Princeton: 
University Press. 1917. Pp. 226. 


Economics, Teaching of, in Harvard University. Report pre- 
sented by the division of education at the request of the Department 
of Economics. Cambridge, Mass.: University Press. 1917. 
Pp. 248. 


GILBRETH (FRANK B. anp L. M.). Applied Motion Study. A 
collection of papers on the efficient method to industrial prepared- 
ness. London: Routledge. 1918. Pp. xviii+220. 6s. net. 


KEMMERER (E. W.). Postal Savings. An historical and critical 
study of the postal saving bank system of the United States. 
Princeton: University Press. (London: Oxford University Press.) 
1917. Pp. 176. 5s. 6d. net. 


Lutz (H. L.). The State Tax Commission of the Development 
and Results of State Control over the Assessment of Property for 
Taxation. (Harvard Economic Studies, Vol. XVII.) Cambridge: 
Harvard University Press. (London: Oxford University Press.) 
1918. Pp. viii+673. $2.75 net. 

[A painstaking account of the various efforts made to obtain better State 
control over assessments for taxation.] 


Morimoto (Koxicu1). The Standard of Living in Japan. (Johns 
Hopkins University Studies.) Baltimore: Johns Hopkins Press, 
1918. Pp. 150. $1.25. 

[An entertaining study on income and expenditure; the minimum required 
(a) for existence, and (b) for efficiency, European compared with Japanese dress 
as to cost and comfort, and so forth.] 


Pirman (F. W.). The Development of the British West Indies, 
1700-1763. (Yale Historical Publications, Studies, Vol. IV.) New 
Haven: Yale University Press. (London: Oxford University Press.) 
1917. Pp. 495. 10s. 6d. net. 


French. 


GibE (CHARLES). Projets d’Entente Financiére apres la Guerre. 
(Extrait de la Revue d’Economie Politique, 1918.) Paris: Libraire 
Sirey. 1918. Pp. 16. 

[The project of pooling the expenses of the war among the members of the 
Entente in the proportions of their national income is dismissed as expecting 
too much from “ Uncle Sam,” whose contribution would thus be doubled. There 
is more to say for the scheme of a great international loan for the purpose of 
liquidating the expenses of the war. About half the pamphlet is devoted to the 
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refutation of fanciful schemes for extinguishing debt by enormous emissions of 
paper money. A more modest suggestion, a “minimal solution,’’ would be to 
give international currency to notes issued by the great banks in different 
countries or a new paper issued by a consortium of these banks. ] 


German. 


Haun (Dr. A. VoN DER). Kriegs- zur Friedenswahrung. Tubin- 
gen: Mohr. 1918. Pp. 64. 

(This is a supplement (Hrganzungsheft XIV) to the Archiv fiir Sozialwissen- 
schaft, dealing with effect of the transition from war to peace on the value of 
gold and other moneys. ] 


Ttahan, 


ABATE (E.). La diversificazione tributaria e l’imposta sul reddit« 
con prefazione di L. Einaudi. 


GARELLI (A.). Il concetto di reddito nella scienza finanziaria. 
Milano: Societi Editrice Libraria. 1917. 

VaLENTI (G.). Principii di Scienza Economica. Vol. II. 38 
Edizione. Firenze: Barbera, 1918. 








